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FOREWORD 

Main Objective of the 
Special Committee on 

Duilding and Loan Associations , 

The Committee was assigned the task of conducting a study to 
determine the desirability and feasiblity of undertaking a pro¬ 
motional program for the organization of building and loan asso¬ 
ciations in the interest of greater homebuilding activities. 

Studies undertaken by the Committee are embodied in this 
report; results thereof are in the form of six recommendations em¬ 
bodied under Title V, Recommendations, pages 32-38, 

Corollary objective 
of the Committee 


A corollary objective was to justify the need for the assist¬ 
ance of a building and loan associations consultant to be provided 
by the U.S. Agency for International Development. The areas of 
assistance required were to be stated. 

This objective was attained when the Committee forwarded its 
recommendation of March 17, 1%5 to the Program Implementation 
Agency and the latter indorsed the same immediately to the U.S. 
Agency for International Development on March 18, 1965. 

Copies of the two letter.* covering this recommendation are 
reproduced in the next pages. 

The infeed to Send 
Filipino Experts Abroad 

For the ultimate purpose of introducing the most appropriate 
and effective improvements upon the present climate of local build¬ 
ing and loan associations, based on local economic conditions and 
the attitudes and temperament of Filipino businessmen and Filipino 
homeowners, the Cormittee aiso recommended tiie sending abroad of 
Philippine building and loan associations experts who will under¬ 
take thorough studies of American experience in South and Central 
American countries, as well as in the United States. 
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REPUBLIC OF THE PHILIPPINES 
TTICE OF TIE PRESIDENT 
PROGRAM IN?LEf<ENTATION AGENCY 


1440 Arlegui Street Manila, Philippines 

SPECIAL COMMITTEE ON 
BUILDING .AND LOAN ASSOCIATIONS 


March 17, 1965 

The Honorable 

The Deputy Director General 
Program Implementation Agency 
. Malncanang, Manila 

Attention: Mr. Amador Astudillo 

Dear Sir: 

At its meeting on Thursday, March 11, 1965, which was attend¬ 
ed by Mr. Amador Astudillo of PIA and Mr. 5.S. Lamba of AID, the 
Committee agreed to submit the following recommendations to the 
Program Implementation Agency: 

■ I* The Committee respectfully recommends that the Program Im¬ 
plementation Agency make such representations with the Agency 
for International Development ns will permit the procurement 
of the services of a competent consultant on building and loan 
associations, to assist the Program Implementation Agency, 
through the Special Committee on Building and Loan Associa¬ 
tions, in various aspects (legislative; finance; administra¬ 
tive and organizational; and physical and technological) of 
Its duty to determine the desirability and feasibility of pro¬ 
moting the organization of more building and loan associations, 
in the interest of greater homebuilding activities. 

Above recommendation is hereby advanced, in view of the neces- 
sity of infusing into toe present lethargic condition of building 
and loan associations system in onr country, more vigorous legis¬ 
lations, loan funds, and systems and methods of savings formation 
among a particular segment of the population, i.e., horreowners 
and prospective homeowners. Such legislations, funds, and systems 
and methods ore available in the American experience gained from 
housing development in various South and Central American countries 
through building and loan associations, which experience is not 
available to local talent. 
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2. The Committee respectfully recommends that the Program Imple¬ 
mentation Agency authorize under such government program as 
is most appropriate, the sending abroad of two (2) Philippine 
building and loan association experts, to be chosen by the 
Special Committee on Building and Loan Associations, who will 
undertake thorough studies of the successful experience of 
American financing institutions in South and Central American 
countries, and also in the offices of the Agency for Interna¬ 
tional Development in the United States, with the end in view 
formulating concrete recommendations on the ways and means 
of promoting the organization of more building and loan asso¬ 
ciations in the Philippines, talcing into consideration a. the 
housing financing problems as .they relate to the national 
economy, and b. the status of the Philippine building and loan 
associations. 

Above recommendation is hereby advanced, in view of the desira¬ 
bility of improving the present climate of local building and loan 
associations througn the introduction and application of modern, 
practicable, and successful techniques gained in other lands and 
places, but giving due consideration to local economic conditions 
and the attitudes and temperament of Filipino businessmen and Fi¬ 
lipino homeowners. The objective of sending our Filipino experts 
abroad is to assure our destiny in the pursuit of a practical so¬ 
lution to our housing financing problems through building and 
loan associations, add based on our people's needs. 

Very truly yours. 


(SGD.) N. V. ARtyALDO 
Secretary of the Committee 


Mailing Address of 
Mr. H. V. AHNALDO 
Manager, Credit Department 
Home Financing Commission 
P. o. Box 2077, Manila 
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Re’public of the Philippines 
Office of the President 

____ PROGRAM IMPLEMENTATION AGENCY _ ’ 

144J Arlegui Street Manila, Philippines 

March 18, 1965 

The U.S. Agency for International Development 
Litton Building 
Roxas Boulevard 
Manila 

Attention: Mr, s, S. Lamba 

Gentlemen; 

Ite are pleased to transmit herewith excerpts of the recommend¬ 
ations adopted by the Special Committee on Building and Loan Asso¬ 
ciations at its meeting last March 11, 1065, as follows: 

”1. The committee respectfully recommends that the Program 
Implementation Agency make such representations with 
the Agency for International Development as will per¬ 
mit the procurement of a competent consultant on build¬ 
ing and loan associations, to assist the program Imple¬ 
mentation Agency, through the Special Committee on 
-milding and -./’an associations, in the various aspects 
(legislative; finance; administrative and organisational; 
and physical and technological) of its duty to deter¬ 
mine the desirability and feasibility of promoting the 
organization of more building and loan associations, in 
the interest of greater homebuilding activities." 

The Program Implementation Agency fully endorses the above 
proposal of the Special Committee, and hopes that it will be pos¬ 
sible to bring to the Philippines one building and loan associa¬ 
tion expert under the Type 3 Assistance Program of the Agency for 
International Development. 

We will appreciate your favorable consideration of this re¬ 
quest. 


Very truly yours, 


(SGD.) ALEJANDRO AELCHOR, JR. 

Deputy Director General (Operations) 

cc: The Special Committee on Building and Loan Associations 
Home Financing Commission 
Cepoc Building, Manila 


Attention: Mr. C. A. Javier 
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I. THE PROBLEM 


As classified by the Committee, the problems it seeks to consider 
respecting building and loan associations are of four aspects or 
categories, as follows: 

1. Legislative 

2. Finance 

3. Administrative and Organizational 

4. Physical and Tbchnological 

Consideration of the legislative and finance aspects of the prob¬ 
lem is contained in this report. 

Lack of material titre and the very limited local experience in the 
administrative and organizational aspects of building and loan as¬ 
sociation problems precluded the committee from undertaking on ex¬ 
tensive study of these aspects. Such study will therefore be under¬ 
taken, and resulting recommendations will be formulated, after the 
implementation of the committee's recommendations in its letter of 
March 17, 1%5, appearing on pages 2 and 3. 

Envisioning the rganization of the Home Loan Bank of the Philippines, 
which is the subject of our Recommendation Mo, 2, page 33, a chart 
was prepared by Professor Rivera showing the relative positions and 
functions of the various housing and financing agencies. This chart 
is reproduced on the next page. 

The physical and technological aspects of the problem are eloquent¬ 
ly discussed by Engineer A. S. Martinez 1/ of the Development Bank 
of the Philippines, based on DB? experience. 


X/ A. S. MARTINEZ, fjfee appendix A, "Program on Physical Planning 
for low Cost Housing Under the Auspices of Building and Loan 
Associations,” 
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Very relevant to the studies undertaken by the committee, or • 

sought to undertake, were the eighteen topics and questions form¬ 
ulated (copied hereunder) by Doctor Burroughs of the Housing and 

Homo Finance Agency..' in Washington. 2/ 

1. What annual volume of business must' be anticipated before such 
an institution would succeed and how may this volume be esti¬ 
mated'? 

2. What spread between cost of funds and the earnings on mortgaqe 
is necessary? 

3. What minimum average size of loan can be acceptable? Minimum 
size of loan payments? Minimum size of savings deposits? 

4. In view of transportation, communication, and prospects for 
business, how much territory should an institution serve? 

5. How much initial capital must be put up by sponsors and must 
they underwrite expenses and for how long? 

6. Should the institution be a stock company or a mutual organi¬ 
zation? a 

7. Who should provide sponsorship? 

3. Is there any device for govermental participation or initia- 
tion of a privnte or cooperative undertaking? 

9, What financial responsiblities may be expected bf sponsors? 

10. Can people be expected to make payments on loans or deposits 
of savings by mail or in person? If not, must an institution 
take the initiative in making collections weekly? Monthly? 

11. What number of people and what type are required as staff 
and how will these vary according to volume of business? 

12. What budget for all operations should be planned for the first 
year? Subsequent years? 

13. Under what circumstances should appraisers and attorneys be 
paid fees for each transaction? Paid an annual retainer? 


2/ Appendix B, ROY J. BURROUGHS, "Establishing Savings and Loan 
associations in Less Industrialized Countries." 
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.4, What type? of mortgages should bo trade; structures acceptable 
as security; ratio of loan to value; rates of interest; dur¬ 
ation of loan; method of repaynent, etc.? 

15. .'hot dividend policies and rates should be adopted? What is 
adequate liquidity? 

16. What location and office quarters are available? 

17. What legislation is needed to indroduce and properly sustain 
a savings and loan system? 

18. How can nationwide fluidity of capital be achieved? 

For the committee to undertake studies into the foregoing sub¬ 
ject matters, it would have to devote full-tirre efforts to statis¬ 
tics, dnta-gathering and interpretation, considerable research, 
investigations, and interviews. These the committee was obviously 
in no position to do. 


Moreover, active participation in the committee’s work and full 
cooperation from the private sector is axiomatic - which could be 
made available only when positive and adequate incentives will have 
been formulated and there will have been every reason to expect that 
building and loan associations will be granted such incentives. 


i'tevortheless, trent. r >e!it by Doctor Burroughs of the subjects 
token up in bis paper is more than superficial and much value can 
be obtained tlierefror for local use and consideration* 


. ^ spunks -'n page 6 of his paper of governmental investments 

in building and loan associations. Specifically, this refers to 
l.., 1 .. 1557, 'Hie Home Financing Act, a specific provision 3/ of which 
authorizes the Financing Commission to subscribe for preferred 
shares in building and loan associations in amounts not to exceed 
one hundred thousand pesos in any one association. 


3/ R.A. 1557. 30N5 FINANCFJC ACT, Chapter III, Sec. 16 (c) 
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’’’lie Committee did net undertake an extensive study of the 
existing legislation on building and loan associations contained 
m t ie general Banking Act and the 'i me Financing Act. 


P fy 

* • 4 i • 


1557, gome Financing Act 


f . T he incentives provided by the Home Financing Act for 

tinier are* 1 buildlng nlM * loon associations organized t'nere- 


1. Association insurance or guaranty of accounts, 
i.e., deposits, creditor obligations, and full 
withdrawal or^tepurchaseable value of the accounts 
oi each ssociation’s members and/or shareholders. 

2. Tax exemption 

3. Limited investments by Government • 

Association Insurance or Guaranty 
of accounts 


Insurance o 
subsections 


r guaranty shall be imoletvntod according to 
(a) and (b), reading as follows: 


tec. 


16, 


H3C. 16 (a) In order to provide local mutual thrift institu¬ 
tions for the accumulation of savings and for the financing 
of homes, the Commission is authorized, under such rules and 
regulations 4/ as it may prescribe, and in accordance with the 

EllinM » "T- 11 " 5 inWS ? tD oncou ™». nid or initiate the 

^ r infl 1 " cor i ) ® rn tion of associations to be known as 
Building and Loan Associations, to orovide for their examina¬ 
tion, regulation, and operatic when insured by the Commis- 
sion, and to issue contracts rf insurance for the accounts of 
such associations m accordance with the best oractices of 
known mutual thrift and home financing institutions." 


17 


Appendix H, HOKE FINANCING COilKISSION; 
n Building and Loan Associations. 


Hules and ,'tegulations 
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"(b) Such associations shall raise their cn n ital only in 
the form of payments on such shares as arc authorized 
in their charter or articles of incorporation. v, o de¬ 
posit shall be accepted and no certificates of indebt¬ 
edness shall be issued except for such borrowed money 
as may be authorized by regulations of the Commission." 

Tax Exemption 


Sec.' 16 of 
as follows: 


the same Act, sub-section (f), provides tax exemption, 


(f) :Jhen insured by the Commission, such associations in¬ 
cluding their franchises, capital, reserves, surplus, 
a n d therr loans, receipts, and incomes, shall be exempt 
from all taxation now or hereafter imoosed by the Govern¬ 
ment. 

Limited Investments By 
Government 


Home Financing Commission may subscribe for preferred shares in buil, 
provides-° 0n assocmions chart ered by it. sec. 16, sub-section (e) 


to the 
titled 
penses 
extent 


(e) The Commission is authorized to subscribe for preferred 
shares in such associations which shall be preferred as 
assets of the association and which shall be en- 
to a dividend, if earned, after payment of ex¬ 
am! provision for reasonable reserves, to the same 
as other shareholders: Provided , however. That 
t.ie subscription by the Commission to the shares of any 
nnw s, *ch association shall not exceed one hundred thou¬ 
sand pesos, and no such subscription shall be made unless 
in the judgment of the Commission the funds are necessary 
for the encouragement of reasonable local home financing 
in the community to be served. In case of the liquidation 
of any such association, the shares held by the Commission 
siall be retired on tlie saroo basis as payments ore mode 
to other shareholders in accordance with existing laws." 
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In April of 1964, coincident to the visit to the Philippines 
of Kr. Osborne T. Boyd and Mr. Thomas Bradley, U.S. AID official 
on housing, and consultant on Building and Loan Associations, 
respectively, AID Manila was the recipient of comments on the 
building and loan association chapter of R.A. 1557, Hope Financing 
Act and R.A. 337, General Banking Act. 

hese comments dealt with the major defects of our laws on 
building and loan associations and are condensed hereunder, with¬ 
out further comment but with the observation that no building and 
loan association has so fat been organized since the General Bank¬ 
ing Act and the H^me Financing Act went in effect. 

a. The rules and regulations issued by HFC pursuant t-> the 
provisions of R.A. 1557, (chanter III) do not contain 
sufficient incentives or workable procedures to attract 
capital formation. 

b. Tlie MFC Mortgage Insurance System contains also several 
major defects which seriously affect its acceptability to 
the chartered associations and other financial institutions, 
such as practicable rate of interest to equalize money 
market and others. 

c. n.A. 1557 failed to designate a separate government agency, 
as the National Mousing Authority for instance, which 
should have immediate supervision over Hone Loan Associa¬ 
tions. 

d. The HFC redemption portion does not conform to the "power 
of sale" clause similar to U.S. Trust Deeds, thereby 
accounting for the high percentage of total defaults. 

e. R.A. 1557, likewise failed to establish incentives for 

good capital' formation and to set up an improved 
method for re-discounting Home Mortgage Loans for both 
insured and uninsured mortgages. 

Proposed Bill to Create 
More Loan Bank of the 
Philippines 


,r he Special Committee on Building and Loan Associations, with 
full assistance and cooperation from one of its rembers, Atty. 
Archibald R. “ellora of !ome Financing Commission, has prepared 
and submits with this port 5/ a proposed text of bill to create 
a dome Loan Bank of the Philippines. The bill forms our itecom- 


5/ 


Appendix G. A.R. DELL ASA, Proposed 
Home Loan Bank of the Philippines, 


•ibxt of An Act Creating the 
and For other Purposes. 
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nendation r !o. 2 OPage 33). 
Attorney Rellosa, as follows 


Its basic features are outlined by 


1. To be the exclusive governnental authority on the esta¬ 
blishment, operation and liquidation of building and loan 
associations in t!ie Philippines* 

2. p o encourage, aid and initiate the formation of building 
and loan associations. 


3. To grant loans to applicants for individual housing or * 
subdivision development whenever building and loan asso¬ 
ciations are unable to do so. 

4. To serve as the secondary market for HFC insured mortgages. 

5. To borrow money directly from domestic and international 
sources. 


. To issue* bonds, without the usual pro-requisite of approval 
by the President and the Central Bank, which nay be sold lo- 
colly nr abroad. 

7. Capital stock to he subscribed partly by the Government 
and the rest by the private sector. 


8 . 

9. 


Loans or advances granted by the Hoto Loan Sank in favor 
oi building and loan associations to be insured by HFC. 


‘Necessary a 
tion in the 


'”ount "ith which to pay the Government's 
Home Loan Bank being duly appropriated. 


subscrip- 
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III. FINANCE 

Housing financing requirements are measured by the accumu¬ 
lated backloqs plus future yearly need. 

The accumulated backlog as of 1965 is estimated at 2,864.000 
dwelling units, which will require at least P7.4 billion in capital 
investments, as follows: H 


Years 


Housing Backlog as of 1965 
Total 


6 / 


I960 1,266,176 

1961-1965 Family Increase 862,556 
Migration 142,585 

Replacements 592,941 


Total Units 
Assumed Unit Costs 
Investment Need 


2.864.258 


Urban 

Rural 

660,262 

605,914 

129,383 

733,173 

71,292 

71 293 

46.484 

546.457 

9'7.421 

1,956.837 

P 6 .coo 

P 1.000 

P5.444.526,no 

PI ,956.837.00 


The yearly needs jbJ from 1966 to 1970 will be about 368,<300 

dwellings wfiiCh will require a capital investrrent of %62 Million 
as follows: 


Yearly ?fc>ed, 1966-1970 7/ 


Cause 

Family Increase 

Migration 

Replacements 

Total Units 


Total 

Urban 

Rural 

215,929 

32,389 

183,540 

33,915 

16,957 

16,958 

118.588 

9,297 

109,291 

368.432 

58,643 

309.789 

,647,900 P351 

,858,000 P3o9, 

789,000 


i C »Jb th ?* th ° ,|ousi,1 H investment in the Philippines totalled 

only ?225 Million m 1963, or only 1.3% of the G.N.?., JJ as against 


_6/ "Philippine H using ‘foods, 1960-1980" by ,T.dcTveVn, tm, PHHC. 
-I I Taken from the national accounts prepared by NEC. 
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a housing backlog of P7.4 Billion and a yearly need of ?662 Million 
after the backlog is removed, it becomes necessary for the nation 
to redouble its efforts to cope with the situation. 

The creation of more building and loan associations will help .con¬ 
siderably. Liberalization of the organization of these associations 
in such nuntors and in such areas as they are needed must be attained. 
'But organize • them, we must. 

Every encouragement, aid, guidance, incentive, and such other form 

of assistance as is within the power of Government to grant must be 
granted. ’ 


Private enterprise, without whose leadership, incentive, and re 
sources, building and loan associations cannot organize, must be in¬ 
duced, through effective instruments of inducement, to participate 
collectively, fully and legitimately. 


Should Government choose to give an upward lift to building and loan 
associations which might otherwise be lacking, it must be willing to 
share capital investment and risk on a matching basis. 8 T/ 


jovornr’ftnt has gone half the way. In legislating on insurance of 
accounts deposits and creditor obligations of building and loan asso. 
ciations under the Home Financing Act, all risks otherwise borne by the 
associations and their mentors are shifted to, and fully guaranteed 

Fln ™ ci,,r l Commission and the Governrent of the Republic 
of the Philippines, up to P500 Million. 


Government rust go the other half 
terprise, at least peso for peso. 
Recommendation No. i f o n g e 32 , 


of the way by matching private en- 
This comprises the Committee's 


A. Local Sources of Finance 

1. . Various Sources of Savings 

Recommendations advanced by a member of the Special Commit¬ 
tee 2 / suggest capital and savings formation from local 


jptOY J. 3URR <UGHS, E'sT.Tbrfs'hTng 
Less Industrialized Countries, 


Savings and Loan Associations in 
1956. 


9/Profe ssor FRANCISCO 
of the Philippines: 

Housing Financing Problems," 


RIVERA. See Appendix F, "Home Loan Bank 
bold Approach to Philippine Housing and 
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sources. If implemented, P143 Million could be generated in the 
first year. fucceeding years will provide more funds. 

The local sources of finance summarized hereunder, are embodied 
in Home Loan lank of the Philippines" by Professor Francisco 
Rivera, copy of which is appended to this Report (Appendix F). 

a. P50 Million 

Direct appropriation from Congress, as initial capital. 

P5 million shall be provided yearly thereafter. 

b. P9 Million Annually. 

To come from savings of the 745,111 Government em¬ 
ployees at the minimum rate of P12 a year from each 
member, 

c. P30 Million annually. 

Voluntary savings from the people in urban and rural 
areas, to be undertaken by means of a campaign through 
barrio councils and/or organized groups, to be initiated 
by the proposed Hone Loan and Savings Bank. 2.5 million 
households at ?12 a year would yield P3*> Million annual¬ 
ly. 

2. HFC Notes of 
Obligation 

Another recommendation adopted by the Committee is to raise 
initially ?5o Million through the issuance of HFC Notes of 
Obligations, which are fully and unconditionally guaranteed by 
the Government of the Republic of the Philip; ( ,es. These 
notes of obligation shall be purchased by the Central Bank 
of the Philippines pursuant to its open market operations. 


10/ HFC Chairman-General Manager Bedro A. Bandoquillo in his 
seventh Annual Report. Recommendation No. 4* Low-Cost 
Housing Loan Fund. 
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Home Financing Commission is authorized under Sec. 4(d) of R.A. 
1557 to issue these Notes of Obligation, with the approval of the 
President of the 3 hilippines, after consultation with the Monetary 
Board. Under Sec. 97 of E.A. 265 the Central Bank of the Philip¬ 
pines, is authorized to purchase such Notes of )bligation (evi¬ 
dences of indebtedness) pursuant to its open market operations. 

This plan \l/ calls for a reservoir of housing loan funds aggre¬ 
gating PI,55 Billion which consits of five series, as follows: 


First Series 
Second Series 
Third Series 
Fourth Series 
Fifth Series 


P 50 Million 
1O0 Million 
290 Million 
400 Million 
800 Million 


Funds thus raised can be used to help finance building and loan 
associations and will provide low-cost housing loan funds with 
which to promote HFC's mortgage insurance' program. 

Statutory limitations in the issuance of HFC's Notes of Obliga¬ 
tion preclude sale in one lump sum totalling PI.55 Billion. 

This constitutes the Committee's Recommendation No, 3, Page 34. 

The gist of this recommendation is founded upon the theory that 
housing development involves largely local materials and local 
labor. These comprise anywhere from 85% to 95%. For that rea¬ 
son, housing financing could be provided on the ratio, of 9:1 _ „ 
i.e., 9o in pesos and 19 in foreign exchange. 

As pointed out, existing laws permit, and the acute housing 
shortage warrants, credit expension on a geometric progression, 
until the shortage will have been alleviated. It is the Commit¬ 
tee s considered opinion that mass housing development and the 
creation of new communities are found to be economically feasible. 


.11/ Appendix D. C. A. JAVIER, ''Plan to Provide Housing Financing 

Tte sr» rvn ir 11 
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Basic objections are foreseen: first, That housing invest¬ 
ments are allegedly consumption credits, not productive; and se¬ 
cond, That inflation would be induced. 'Ye offer our answers to 
these objections: 

First, investments in housing development are productive when 
self-liquidating. 12 / 

Second, inflation can be attained only beyond the economic 
stage of full employment. 13/ 

3. Secondary Market 

No government program for home financing on a nationwide 
scale could move or progress without a secondary market. 

The committee's "tocommendation Wo. 4 on page 35, calling 
for the organization of a secondary market of mortgages, 
is adopted from HFC's Seventh Annual Report, and would pro¬ 
vide a powerful incentive to the lending institutions, 
including building and loan associations, to participate, 
and continue to participate, in the nation's home financing 
programs. 

The committee quotes from MFC Chairman-General Manager 
Pedro A. Bandoquillo's Seventh Annual Report: 

"It is respectfully recommended that DB? 
take into serious consideration HFC's re¬ 
quest and appeal that DB? open the secon¬ 
dary market of mortgages provided for in 
Sac. 25 of r.a. 1557.' 

"Primary lenders could grant insured hous¬ 
ing loans in a reasonable degree of con¬ 
stancy, if secondary markets exist to 
bay-mortgages, because they'could reple¬ 
nish and rotate their loan funds. 


12/ Please see Appendix fi, "Investment In Housing and Urban 
Services," 

.13/ Please see page 19, "Low-Cost Housing Financing Is not 
Inflationary, appendix D, "Plan To Provide A Housing 
Financing Reservoir." 
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"Without a secondary market, the home financing structure 
is Unstable: non-replenishment and non-rotation 
of primary lenders' funds tie up the bank's re¬ 
sources, throwing the nation's housing programs 
into virtual standstill. This unsatisfactory 
situation exists today and has existed, for seven 
years. 

"Financi-ng of homes exclusively by the primary lending 
institutions ushers in n state of suspension 
and decadence. It will remain in that state un¬ 
til secondary lending institutions are organized, 
in compliance with the mandate of the Home Financing 
Act. Home Financing, a technical financial struc¬ 
ture for home building and landownership on a na¬ 
tional scale, will operate on a sound foundation on¬ 
ly when primary lenders have secondary lenders to 
lean upon. 

We repeat, JiFC (Now DBP > is called upon by law to open 

this secondary market. It is quite unfair to the pri¬ 
mary lending institutions that up until this late date the 
secondary market, as an integral part of our home fi¬ 
nancing structure, remains unopened. 

"Finally, we recall that D3P, and most prominently its pre¬ 
decessor, the Rehabilitation Finance Corporation (RFC) 
is regarded as the pioneer housing financing institu¬ 
tion in post-World .Var II Philippines. Although 
housing could be said to have been relegated to a 
third position in 1)11?'s loan portfolios) still hous¬ 
ing development as an industry involving mass production 
of houses and mass enployrent of skilled and unskilled 
labor as well as technical and management talents, must 
advance to first position." 

Industry being classified under the first cate¬ 
gory in DBP's statutory lending programs, the 
housing industry must therefore merit the most 
serious consideration of DBP." 14/ 


14/ Appendix E. " INVESTMENT IN HOUSING AND URBAN SERVICES" 
published by the United Nations Secretariat. 

Note: Housing is productive when it is self-liquidating. 
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B. Foreign Sources of 
Finance 


This Committee submits its Recommendation Wo, 5, on page 
36, to obtain foreign assistance in the appropriate amount 
of P20 Million or more, through the U.S. Agency for Inter¬ 
national Development. 

It is proposed that this amount shall be.used to fin¬ 
ance a pilot housing project involving 27’' hectares or 
more. This project may be designed to house 2,'>00 fa¬ 
milies of a certain segment of homeowners, such as pro¬ 
fessors and teachers in private colleges ond universi¬ 
ties, The project study is under preparation 15/ and 
will be presented separately. 

Financing for this pilot project will be patterned af¬ 
ter U.S. assistance in developing countries, specially 
in -South and Central Americas. 

In particular, a foreign loan of $10 Million was pro¬ 
vided by a private insurance company in the United 
States to a savings and loan bank in Chile. The loan 
was granted under a U.S. Agency for International Develop¬ 
ment guaranty, which protects the lending firm. 

A copy of AID’s press release, "AID Investrent Guaran¬ 
ty Backs Private Loan for Mousing in Chile," which gives 
a fuller insight into the character of the loan and the 
features of the housing project, is reproduced in the 
next two pages. 

It is the thinking of the Committee that if this pi¬ 
lot housing project can be implemented successfully, 
the intention is to develop other housing'projects and 
new communities in appropriate and meritorious population 
and industrial centers throughout the Philippines. 

Home Financing Commission submitted to r.he U.S. AID a 
list of housing project proposals throughout the coun¬ 
try involving 32,357 units of detached duellings for 
homeownership and 736 rental housing units. Their ag¬ 
gregate value may run up to half a billion pesos. A 
copy of HFC’s letter of February 13, 1965 and the list 
sent, are found on pages 23-29. 


15/ By for. foanuol Abrogar III of the Central Bank of the 
Philippines. 
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As Messrs. Rivera and Abrogar have pointed out, foreign loans on 
housing might be obtained from or through various foreign agen¬ 
cies, i.e., 

1. I3RD 

International Bank for Reconstruction and Development, com¬ 
monly known as the World Bank. 

2. EI3 or EXIFPBANK 
Export and Import Bank 
Washington 

3. AID 

U.$. Agency for International Pevelopment.. 

The subject, "Foreign Sources of Finance," is fully discussed 
in the papers submitted by Committee members Francisco £, Ri¬ 
vera, titled "Home Loan ’3ank of the Philippines: A Bold Ap¬ 
proach To Philippine Housing and Housing Financing Problems." 
lb/ and Manuel Aborgar II, titled "Feasibility Stddy of Es¬ 
tablishing A Housing Investment Program in the Philippines with 
the Assistance of External Loans. . ." 17/ 



3 lense see Appendix F. 


17/ Appendix G. Manuel Aborgar III, "Feasibility Study of Es¬ 
tablishing a Housing Investment Program in the Philip¬ 
pines with the Assitance of External Loans from the 
World Bank, the Export-Import .'Bank of Washington or the 
Agency for International Development." 
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For release to p.m., papers of a-64-2 

Thursday, January 9, 1964 Dudley 3-8441 


AID INVESTMENT GUARANTY BACKS 
PRIVATE LOAN FOR HOUSING IN CHILE 


TVk> thousand single family homes in Chile's industrial area of 
Huachipato will be built through a private Alliance Progress loan gua¬ 
ranteed by the Agency for International Development* 

The Connecticut General Life Insurance Company of Hartford will 
lend up to 10 million dollars to Chile's Central Savings and Loan Bank* 

The bank itself is providing 2 million dollars for the project. The AID 
guaranty protects the U, S. insurance firm. 

The homes will be built by the International Basic Economy Cor¬ 
poration (IBEC) on land now owned by the Compania de Acero del Pacifico 
(Pacific Steel Company). It is located in the growing industrial com¬ 
plex at Huachipato, about five miles from Concepcion. Employing 5.,000 # 
it is near a new deep-water port to be built at San Vicente Bay with 
AID assistance, 

IBEC is a U. S. -owned firm which has built low-cost homes in 
Puerto Rico, Beru and Chile. It will offer home buyers four models# 

At present exchange rates, prices range from the equivalent of $5 t 658 
for a two-bedroom unit to $7,341 for a four-bedroom unit. The steel com¬ 
pany will sell lots at cost, with preference to its employees. Lot owner¬ 
ship plus $150 in cash will constitute an average down payment. Houses 
will be built only when financial arrangements are completed. 

yhe Central c avings and Loan Bank will advance one half of its 
two million dollar contribution to IBEC for interim construction. Ul¬ 
timately the full investment, up to 12 million dollars will be available 
for mortgage financing through two savings and loan associations in Con¬ 
cepcion, chartered by the bank. These will act as fiduciaries and ser¬ 
vice mortgages from home buyers. 

After a buyer makes his down payment and selects his home models 
his application is submitted to one of the savings and loan institutions 
for final approval and completion of contractual arrangements. IBEC 
will make no charge for handling routine paper work. 
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st^nrfor/HJn tn 0ted 1,800 Steel corapany employees now living in sub¬ 
standard dwellings, are expected to take advantage of the firm’s offer 

^rilTm . 088 monthly salary of such mlddle 1 " conE em P l0 ™ es i* 

interest C of n 5 C U i ^^?f ra i/ i !! 1 be repald over 20 years, with annual 

rantv protect!™^ tf?*’ It p Wi11 pay AID a one pe rcent fee for the gua- 
u ? Its . 1 ?“• repayment of the loan also constitutes a 
general obligation of the Government of Chile, 
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HOME FINANCING COMMISSION p.o. box 

5TO FLOOR, CEPOC BLDG., DASMARINAS, MANILA 2077 

February 13, 1965 


Mr. 5\ c . Lamba 
Loan fficer 

U, 5. Agency for International Development 
American Embassy, MANILA 

Dear Mr. Lamba: 

Following up our conference last week, I am pleased to 
send you these figures. 

c ummary of Applications for Development Loans Under 
MFC's Developmental '3uilders Program (With HFC Pre¬ 
liminary Approval): 

1. Housing Projects: 47 applications 
Total area involved: 2,338.46 Hectares 

> Number of Housing Units (Estimated): 32,357 

2. °rivate tontal Housing: 7 applications 
T otal area involved: 7.T ) hectares 

Dental housing units proposed (Estimated): 736 

My rough estimate of the aggregate amount of develop- 

? e ”L:^ a M-,? : ? ll0d f ° r in those applications would come close 
to P5DO Million, as follows: 


32,357 housing units in subdivisions and 

housing projects @?15,000 per 

unit. 

’ ***•♦*» • 

736 rental housing units §> P8,000 
per unit. 


F 485,355,000 


5.888.000 


As I have suggested, and you have kindly consented, I 
ought to be communicating with the individual developers for the 
purpose of securing such additional information as may be need¬ 
ed in order to place them within AID assistance. 
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On second thought, it might be more prudent to wait until 
you have analyzed the figures and we could then discuss the 
matter again, before making any move. 

Thank yourfor your interest in housing* 


Very truly yours, 


(SGD.) C. A. JAVIER 
Asst, General Manager 


Ends. 


As stated. 
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HOME FINANCING COMMISSION 
Manila 

APPLICATIONS FOR DEVELOPMENT LOANS UNDER 
HFC’S DEVELOPMENTAL BUILDERS PROGRAM 
(VJITH HFC PRELIMINARY APPROVAL) 


(AS OF FEBRUARY 1, 1965) 


NAME 

OF HOUSING PROJECT 

f LOCATION 1 

t i 

« t 

CWNER-BUILDER 1 

t 

APPROX. AREA'APPROX.' 
(Hectares) 'No. of 
' Units 1 

YEAR 

APPROVED 

1. 

BAGUMBAYAN HOMESITE 

Marikina, 
Rizal 

Carlos Albert 

2.00 

86 

1962 

2. 

FOURTH ESTATE SUB¬ 
DIVISION 

Parafiaque , 
Rizal 

Vicente Ponce 

7.23 

120 

1962 

S3. 

MALI GAYA PARK 

Novaliches, 
Q.C. 

Biyaya Corpo¬ 
ration 

137.00 

1,000 

1962 

’.4. 

PGEA HOUSING PRO¬ 
JECT (Phil. Govern- 
nent Employees As so 
ciation) 

Novaliches, 

Q.C. 

Nationwide Fi¬ 
nancing & In¬ 
vestment Co., 
Inc. 

585.00 

4,000 

1962 

r >5. 

SAN ANTONIO VAUEY 

Parafiaque, 
Rizal 

Mr. & Mrs. Benito 

A. Hernandez 31.64 

140 

1962 


SORIANO PARK 

Bacoor, 

Cavite 

Quirino Soriano 

35,00 

194 

1962 

77. 

TEACHERS HOMES 

Parafiaque, 
Rizal 

Tfeachers' Home 
Ino. 

270.00 

2,000 

1962 

38. 

FORTUNE TONNE 

Bacolod City Fortune Towne 
Homes, Inc. 

53.00 

240 

1962 

9. 

SAN VICENTE 

VI LUGE 

Mandawe, 

Cebu 

Felipe Chua 

8.00 

140 

1962 

10. 

ALVIOU VILUGE & 
HOUSING PROJECT 

Butuan City 

Tbofisto 

Guingona 

48.36 

1,000 

1963 

11. 

DIMCO ENTERPRISES 
HOUSING PROJECT 

Parafiaque, 
Rizal 


52.00 

1,300 

1963 

12. 

GRACE VI LUGE SUB¬ 
DIVISION 

San Rafael, 
Bulacan 

Fellcidad 

Marcelino 

5,95 

150 

1963 

13. 

FILIPINO HOMES 

Manila 

Suburbs 


10.00 

1,024 

1964 
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14. ZOSIMA JORDAN 

Angele* 

City Mrs.Zosima Jordan 

1,00 

•20 

1963 

15, B.F. GOODRICH COM. 
MUNITY VILLAGE 

- Marikina, 
Rlzal 

Marikina Valley 
Development Co. 

10.00 

314 

1963 

16, BISCOK EMPLOYEES 
HOUSING PROJECT 

Binalbagan, BISCOM 

Isabela, Neg¬ 
ros Occidental 

14,33 

302 

1963 

17. HEROES MEMORIAL 
SUBDIVISION 

Capas, 

Tarlac 

Ernesto G, 

Tbopacio €• Medardo 
Aquino 

30.75 

463 

1963 

18. CAPITOL VIEW PARK 
SUBDIVISION 

Queson City Flora Z. Valles 

11.89 

295 

1963 

19. EMPIRE VIEWPARK 
SUBDIVISION 

Quezon City Flora Z. Valles 

30.39 

750 

1963 

20. RIVERSIDE SUB¬ 
DIVISION 

Taytay, 

Rizal 

Bay City 

Engineering 

10,00 

250 

1963 

21. MASIMAR VILLAGE 

Parafiaque, 
Rizal 

. Garcia - De 
leon 

52.00 

1,300 

1963 

22. CATALINA SUB¬ 
DIVISION 

Hondagua, 
Que zon 

Mr. & Mrs • Seve- 
rino P, Valencia 

1,29 

51 

1963 

23. ANDREA VI LUGE 

II 

Bacoor, 

Cavite 

Cirmont Industries. 
Inc. 

4.00 

106 

1963 

24. JUSTINVILIE SUB¬ 
DIVISION 

Bacoor, 

Cavite 

Cirmont Industries, 
Inc. 

10,49 

305 

1963 

25. DAU COURT & 

HOUSING PROJECT 

Habalacat, 

Pampanga 

Francisco D. Lim 

5.00 

40 

1963 

26. DON SERAFIN. LAZATIN 
SUBDIVISION 

Ange le s 
City 

Lazatin, Inc. 

34.00 

500 

1963 

27. STA. MARIA COURT 

Angeles 

City 

Nilo Tlnio & 

Odon Gopia 

3,66 

53 

1963 

28. FENYFEL HOUSING 
PROJECT 

Balibago, 

Angeles 

Enrique Baluyot 

2.80 

40 

1964 

29. PHIL. AMUSEMENT 
ENTERPRISES, INC. 
HOUSING PROJECT 

Marikina, 
Rizal 

Phil. Amusement 
Enterprises, Inc. 

2,00 

60 

1964 
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30. MON-EL SUBDIVISION 

Parafiaque, 
Rizal 

Elisa Sevilla 

6.67 

157 

1964 

31. FLORIDA HOMESITE 
SUBDIVISION 

Floridablanca, 

Pampanga Augusto Guanzon 

5.98 

192 

• 

1964 

32. HARVESTERS VILLOSE 

Paranaque, 

Rizal 

Super Highway 

23.45 

500 

1964 

33. INTERCONTINENTAL 
ENTERPRISES, INC. 

Talipapa, Intercontinental 1.40 

Caloocan City Enterprises, Inc. 

63 

1964 

34. MARIANO VILLAGE 
SUBDIVISION 

Tinago, 

Naga City 

Macario Mariano 

13.27 

369 

1964 

35. SAN HOOUE SUB¬ 
DIVISION 

Bamban, 

Tarlac 

Angel A. Reyes 

12.50 

199 

1964 

36. SAN ANTONIO VALLEY 
SUBDIVISION 

Paranaque, 
Rizal 

Benito Hernandez 

9.24 

311 

1964 

37. KARIKINA VILLAGE 
& SUBDIVISION 

Marikina, 
Rizal 

Antonio Astudillo 

8.00 

• 225 

1964 

30. BUCKVILLE SUB¬ 
DIVISION 

Alfonso, 

Cavite 

Julia Buck 

67.00 

1,117 

1964 

39. JOSE PH I N2 ONSTOTT 
SUBDIVISION 

Antipolo, 
Rizal 

Josephine Onstott 

12.84 

16 

1964 

40. SANC'-EZ & GUINGOM/l 
'•'U3DIV ISI rv N & • 

HOUSING Pii> JECT 

Butuan City 

Fortune Homes, Inc, 

•23.69 

558 

1964 

41. "UNIT 6" RECLAMA¬ 
TION & DEVELOPMENT 

project 

Navotas, 

Rizal 

Municipality of 
Navotas 

200.00 

5,300 

1964 

42. ST. LOUIS 

COMPOUND V 

Valenzuela, 

Bulacan 

Albert Moran 

1.00 

39 

1964 

43. ELftED’S BARRANCA 
BONITA VILLAGE 

Marikina, 

Rizal 

• 

Elmed’s Enter¬ 
prises, Inc. 

42.42 

2,250 

1964 

44. TEACHER’S VILLAGE 
& HOUSING PROJECT 

Paranaque, 
Rizal 

Titart Development 
& Investments 

131.85 

2,307 

1964 
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45. FILIPINO CIVILIAN 
EMPLOYEES ASSOCIA¬ 
TION 

Angeles City Juan F. Proximo 

120.90 

2,075 

1964 

46. PLEASANTVILLE SUB¬ 
DIVISION 

Bacolod City Napoleon Gonzaga 

44.53 

181 

1964 

47. WORLD WAR VETERANS 
HAVEN & HOUSING 
PROJECT 

Sta. Rosa, Filipinos Prefab 
Nueva Ecija Buildings, Inc; 

140.65 

255 

1964 


TOTALS: 

AREA IN HECTARES - 2.388.46 

NUMBER OF HOUSING UNITS - 32.357.00 
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PRIVATE-RENTAL HOUSING 



OWNER • • 

LOCATION 

APPROXIMATE 
AREA (Hectares) 

APPROXIMATE 
NUMBER OF UNITS 

1. CAGUIN, PIEDRA 

. Makati, Rizal 

0.14 

20 

2. CHONG, FRANCISCO 

Santol, Sta. Masa 
Manila 

0.24 

31 

3. <?'KEZ, MANUEL 

Sta. Ana, Manila 

3.11 

23 

4. PANGILINAN, BURGOS 

Quezon City 

1.00 

127 

5. TUAZON, PEDRO III 

Radro Tuazon Blvd, 

Q. C. 

0.32 

.50 

6 . VALLE, CRISOSTOMO G. 

Cubao, Q. C, 

1.65 

275 

7. TENEMENT HOUSING 

OF TIE STA. ANA REAL 
ESTATE & DEVELOPfENT CO 

Sta. Ana, Makati, 
Rizal 

• 

0.54 

210 


TOTAL 

. 7.00 

736 
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IV. CONCLUDING STATE!® NT 


Jt is indeed a shame that no corresponding housing financing 
program has so far bden designed to solve, in any appreciable degree, 
the acute housing shortage that has plagued the country for many 
years. ith on estimated population of 32 million as of 1965 and a 
backlog of 2,864,258 dwellings needed by 16 million people 18/. 
only half of the Filipino families may be said to be adequately 
housed. The other half live in slums, barong-barongs, or they just 
double up with their relatives. 

While-every advanced and civilized nation in the world today 
has developed practicable, workable plans to provide housing for 
their people, we contend ourselves with a hodgepodge of housing 
financing programs; each lending institution has a distinct, in¬ 
dependent program. Therefore, instead of combining our housing 
financing resources and unifying them under the government's mort¬ 
gage insurance system, as Congress meant it to be, prospective 
homeowners find themselves enmeshed in a merry-go-round trying to 
figure out how they may obtain loan funds with which to build a 
low-cost, or low-priced house. 

If we had sufficient, efficient, and strategically located 
building and loan associations in the country, and if it were 
feasible for government and private lending institutions to in¬ 
vest their funds earmarked for housing financing through the 
building and loan associations, we submit we would have a sem¬ 
blance of a system in the nation's housing financing structure 
and the housing vacuum which exists today would not have been 
too embarrassing. 

Government owes it to our people to take drastic steps with¬ 
out delay, so that standardized, low-priced dwellings shall be 
made available to every middle-class family, and if possible the 
low-income groups, through building and loan associations. It 
is most timely, therefore, that the Program Implementation Agency 
may yet embark upon a program to promote the organization of more 
building and loan associations, 

To that extent, the Committee strongly recommends approval 
and adoption of its recommendation by the Program Implementation 
i.gency. T he Special Committee on Building and Loan Associations 
may well be made a continuing body, to assist prospective organ¬ 
izers on one hand, and the government agencies charged by law 
to organize and supervise building loan associations on the other 
hand, looking toward the incorporation of more building and loaii 
associations. 


18/ 5-6 persons per family. 



Page 31 


Accordingly, the Committee submits Recommendation Ho. 6. 
pages 37-38. 

All the more reason should the Special Committee on Build¬ 
ing and loan Associations be duly constituted as a continuing 
body, this being the body to be served by the prospective con¬ 
sultant on building and loan associations whom AID shall provide, 
and the body to be served by the Filipino building and loan asso¬ 
ciations experts whom the Committee shall recommend to observe 
and study the modern trends and techniques of building and loan 
associations abroad. 

If on the other hand ?IA should consider the work of the 
special committee complete, the members wish to beg leave and 
to express their sincere thanks to the Program Implementation 
iigency for having been called u >on to -oerform their humble tasks 
which have been compiled in this modest Report and He commendations. 


V. RECOM1VEND/.TIONS 
(Next Page) 
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V. RECOHJENDATIONS 


Based n the foregoing import, the Special Committee on Building 
and Loan Associations respectfully submits the following recom¬ 
mendations for the consideration of the 'Program Implementation 
Agency and other government authorities, as well as the existing 
and prospective building and loan association organizers. 


RECWCTATFN NO. I 

Additional incentives to Building and Loan Associations 

TBAT Government undertake positive steps to grant additional en¬ 
couragement, incentive, aid, and such other form of assistance as 
may bo within the power of the Government to grant. 

ii. Under the Rules and Regulations on Building and Loan 
Associati ns, 18 / such assistance is available in 
various forms. 

B. It is respectfully recommended that wavs and means be 
found whereby Government shall match capital invest¬ 
ments of private enterprise peso for peso in building 
and loan associations. 

C. This recommendation should be considered in associa¬ 
ti 'n with Agcommendation No, 6 herein. 

Reference : Title III, FINANCE, 3 age 13. 


18/ Appendix H. HOf'E FINANCING CEMISSION, "Rules and Regulations 
on Building and Loan Associations." 
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RECOMf/ENDATI' ?N N~>, 2 

Home Loan Bank of the Philippines 

(Proposed Legislation) 


THAT an appropriate request be addressed to the Office of the Pres¬ 
ident appealing for sponsorship of the passage of legislation creat- 
Ing a Here Loan Sank of the Philippines. 


Proposed text of such legislation is annexed hereto as APPENDIX C. 


The basic features of the proposed legislation are summarized on 
Page 12 of this Report, 


Reference: Title II, LEGISLATIVE, Pages 11 - 12. 
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BECOK&ENDATfr’H NO. 3 
Low-Interest Housing Loan Fund 


THAT a source of low-interest funds for home financing pur¬ 
poses be provided by requesting approval of His Excellency, the 
President, for Home Financing Commission to exercise its explicit 
power to borrow money by issuing Notes of Obligation puiciant to 
Sec. 4 (d) and Sec. 6 of n.A. 1557,, 


This is a built-in instrument of sound credit expansion embodied 
m the Home Financing Act, enunciating a national home fihancinq 
policy calculated to solve the nation's housing problems throuqh 
a tried and accepted method of housing credit. 


Reference: Title III, FINANCE, Page 14 - 17 
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RECOMMENDATION NO. 4 
Secondary Market of Mortgages 

That the Development Bank of the Philippines be adequately funded, 
and if necessary issue obligations against the security of insured 
mortgages, so that it could open a secondary market of mortgages. 

It is particularly important to note that obligations issued under 
Sec, 25 (b) are negotiable and could serve as prime obligor’in a 
form designated by the World Bank. 

The function of secondary lending is the only remaining function 
that must be implemented in order to lubricate home financing 
through mortgage insurance as envisaged in R.A. 1557, Home Financing 
Ac t. 


SEC. 25 (b) thereof reads in part; 

"(a) T he Rehabilitation..pinance Corporation shall; 

(1) Purchase, service or sell mortgages which are 
insured under the provisions of this act. 

(2) Subject to the approval of the Monetary Board, 
issue bonds debentures, securities, collaterals 
and other obligations against the security of 
mortgages insured under this }ct, in such amounts 
and in such proportion to the face value of such 
mortgage as the Board of Governors may designate 
and such obligations may be issued and offered 
for sale at such price or prices as the Rehabil¬ 
itation Finance Corporation may determine, and 
shall be negotiable and exempt from taxes both 

as to principal and interest, The said obliga¬ 
tion shall be and arc hereby fully and uncon¬ 
ditionally guaranteed both as to principal and 
interest by the Government of the Republic of 
the 3 hilippines and such guarantee shall be ex- 
pressed on the face thereof and the President 
is hereby authorized to endorse such debentures 
for the Government of the Republic of the Phil¬ 
ippines as prime obligor in such form as may be 
designated by the International Bank of Recons¬ 
truction and Development.” 

In the event it is impossible for DBP to play its statutory role as 
a secondary market for mortgages, it behooves the Office of the Pres¬ 
ident to designate another lending institution to do so. 

References: Title 111 FINANCE, Pages 17 - 18; and R. A. 1557. 

HOME FINANCING ACT, as amended. 
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RECOMMENDATION NO. 5 

Foreign Financing for a Pilot Housing Project 


^HAT the rogram Implementation Agency and the Central Bank of the 
.hilippines start, immediate discussions with the U.S. Agency for 
International Development authorities by proposing that* 


1 . 


AID extend a loan of P2n Million (exact amount to be deter¬ 
mined upon completion of the project study) to the Philipoine 
*M,ernment to finance the construction of a pilot housing pro- 
j c , for the teachers’ group under repayment terms and con¬ 
ditions similar to those extended by AID to the Government of 
^ ru« 


2 . 


The Philippines will supplement from 
terpart appropriation for the venture 


its own resources a coun- 


3. 


Said loan shall be administered by the Central Bank f the 

channeled through the Home Financing 
Commission to such building and loan associations as said Com- 

L COn,r,iSSi ° n shall * have function 


4 . 


A system of home 
to HFC will then 
duly chartered by 


mortgages that is convenient and acceptable 
be extended to building and loan associations 
HFC for the purpose. 


5. 


Building and loan associations will then 
which members shall eventually own develo 
houses. 


encourage savings with 
ped lots and finished 


References: T 


itie HI- B, Foreign .Sources of Finance, Paqes 19-20 

nfV't^r I f. G ’ HIr MANUEL: Feasibility Study 

f Establishing a Housing Investment Program. 
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BBCPKBEHD/iTION NO. 6 

Immediate Steps to .’romote the Organization of More Building 
and Loan Associations. 


.’ending passage of new legislation creating a ’'Home Loan 
and Savings Bank" which comprises Recommendation No. 2 in this 
Report, wavs and means should be found whereby: 

1. The existin] building and loan associations, notably Manila 

Building and Loan Association. , as well as Aborro Insular, La 
Salvacion, El Nogar Filipino, and others, should be encom¬ 
passed by, and should enjoy the benefits from. a. 1557, 
without affecting such rights or privileges that they pres¬ 
ently exercise and enjoy, __ 

2. The managements, both of Home Financing Commission and Central 
Bank of the ’hilippines, should soft-pedal on such rules and 
regulations they may have promulgated that might serve as de¬ 
terrents to the organization and incorporation of new building 
and loan associations. 

3. The 'ffice *f the President of the Philippines, through PIA or 
PAH, must find ways and means whereby: 

a. Funds of government lending institutions earmarked for 
housing loan funds should be invested in the building 
and loan associations to be organized under, the PIA 
promotion program; and such associations shall grant 
housing loans under the government’s association insur¬ 
ance and guaranty programs. 

b. The authority and functions of both Central Bank of the 
Philippines and Home Financing Commission with respect 
to building and loan associations must be coordinated 
and harmonized, in order to accelerate the Government’s 
effort to "encourage, aid, and initiate" the organiza¬ 
tion and incorporation of building and loan associations. 

4. rogram Implementation Agency may well consider converting 
the Special Committee on Building and Loan Associations into 
a continuing body, to lend assistance both to Government 
(principally; Central Bank of the ’hilippines and Home Fi¬ 
nancing Commission) and private enterprise in their mutual 
and collective effort to promote home-building and loan asso¬ 
ciations. 

Toward this end: _ 

a. Home Financing Commission should be prevailed upon to organize 
a New Department of Building and Loan Associations, the same 
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to be assisted by the Committee in an unrelenting campaign to 
organize new associations. • 

b. Government should match peso for peso the paid-up capitaliza¬ 
tion of building and loan associations, as suggested in our 
Recommendation No, 1, Page 31. 

(1) Above shall be in addition to other incentives avail¬ 
able in existing laws, notably deposit guaranties, 
tax exemptions and investments in Dieferred shares. 

(See Title II, IEGISLATIVE, Pages 9 - 10). 

(2) In this regard, ?IA shall recommend how and where to 
obtain the funds required f‘ r the our pose, possibly by 
implementing our Hecommendation No. 3, Page 34. 


References: Title IV, Concluding Statement, Pages 30 - 31, and 
HFC Rules and regulations of Building and L>an Asso¬ 
ciations. 
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APPENDIX A (4 Pages) 


PROQPAJ i OH PHYSICAL PLANNING FOP LOW CCS? HOUSING 
(UNDSR THE AUSPICES CF BUILDING AMD LOAN ASSOCIATION) 

The DDP officially started implementing its special financing program for 
low-cost hones on Inly 5 , 1961* Statistics from its ann ual report for 1963 — 
1964 show that the DBF has granted a total of 1,522 loans for low-cost houses 
from Inly 5 > 1961 to Juno 30* 1964* This means that by virtue of this program, 
the DBP has caused the construction of low-cost houses at the rate of almost 
1-f units a day* On the other hand, considering the population growth in 
the Philippines which is estimated at 3,2% a year, or about one million persons 
annually, and assuming that a house is needed for an average family of five 
persons, there will be need for 200,000 new houses every year to take care of 
the population increase alone, not to mention the present housing shortage in 
the country, Reduced to daily requirement, wo need about 55 O now houses a 
day, numerically speaking, therefore, the DBP * 3 1 — 5 - daily housing effort 
appears insignificant, a mere drop in the bucket of our country's housing 
requirement. ' 0 

The point in question, however, is not the extent of the DBF's effort in the 
solution to the housing problem but rather its success in the implementation 
of its special, financing program for low-cost homes. It is, indeed, success¬ 
ful in the sense that the DBP has definitely secured a firm foothold on the 
seemingly insurmountable barrier of public indifference to various solutions 
to the ever gren/ing housing shortage in the country. The DBP has attracted 
the most difficult and the most incapable sector of the population - the low 
income group. They have reacted favorably to this new scheme as may be noted 
from the number of applications filed with and approved by the DBP, because 
they have come to realize that the DBP special financing program for loww;ost 
houses was not a mere gimmick but a practical and realistic plan designed to 
help those in the rural and urban communities who own lots hut are financial¬ 
ly unable to oven start construct their own homes. Tie DBF's nationwide pro¬ 
gram has actually sho\m the low wage earner that "paying for his own house" 
gives more comfort and dignity than paying rentals forever. It has taught 
them to be satisfied with a modest but functional house instead of perennial¬ 
ly day-dreaming of a mansion they can never afford. It has whetted their la¬ 
tent ingenuity to introduce novel improvements in their construction. Never 
boforc have their creative talents been exploited until the DBP gave them the 
2 ?P°rtunity to build a home of their own. It is, indeed, unfortunate that 
the DuP's charter limits its real estate financing to less than 2 <# of its in- • 
vosuable funds, otherwise, it could have expended its housing program from the 
low—income group to the midcL -income or even the higher income groups and 
really make itself effectively felt in the housing program envisioned by the 
present administration. 



THE DBP FIFA! 'CING PROGRAM 


Under its special financing program for low-cost houses, the DBP grants 
a loan of £* 3,000 for the purpose of constructing a modest residential build¬ 
ing of strong materials designed by the Bank's technical staff at an origi¬ 
nal cost of F3,300, or P2,700 for materials and P600 for labor. The defi¬ 
ciency of F 3 OO from the DBP loan of ?3,000 is supposed to be provided by the 
borrower from bis personal funds or in the form of labor by himself, or by 
his relatives and neighbors in the "bayanihan" spirit. The P 3 ,000-loan is 
payable within ten years at 6$ interest annually, on either a 10-year or 
15-year amortization plan. On a 10-yoar amortization plan, the monthly pay¬ 
ment is only £“33.3° and smaller yet - P25.32 a month on the 15-yonr plan 


The basic qualifications of an applicant are quite simple. Ho must be a 
Filipino citizon, must have a gross income of at least'FI, 0 C 0 a year (which 
is less than the minimum wage of P 4 .OO a day), must Ir.vc no house of his 
own but must own a lot, titled or untitled, located within a radius of 3 ki¬ 
lometers fret'-, the "poblacion" or in a barrio having 50 or more houses. The 
lot must be preferably at least 150 sq.m, in area and at least one side must 
havo frontage on a public road or road right-of-way. Financing is based 
on almost of the cost of the project, regardless of the appraised value 
of the lot. The usual insurance requirement over the property is waived, 
but the borroi/or is not precluded from ss curing insurance for his own pro¬ 
tect! on 0 


The borrower is furnished with a copy of the DBP-prepared bidlding plans, 
specifications, bill of materials and cost estimate for his guidance in the 
adoqunte for a 'wall or growing family, and modularly expandable, Its ac¬ 
tual moasuromont" arc 6 meters wide by 7,2 meters long, or 20 foot by 24 feet. 
Aside from two oedrooms and jiving—dining room combination, the house has a 
kitchen, standard sanitary facilities and a septic tank. Hade of wood frame 
on concrete footings, it has stone—cut sidings on holD.cn/' block socalo, insu¬ 
lation board partitions and corrugated asbestos or galvr.nlzed iron roofing. 

The two bedrooms, divided by open built-in cabinets, have weed flooring ele¬ 
vated about one meter from the ground. The rest of the house is cement—’ 
floored. 


'Die most significant feature of the house is the extensivo use of locally 
manufacturod materials, with the exception of the door locks and some minor 
hardware items. All the materials used — from lumber, cement, insulation 
boards, roughing hardware and toilet bowl to corrugated asbestos roofing and 
paint, are mano in the Philippines. Including labor, about 98 $ of the cons— 




traction costs id.ll be plowed back into the national economy. 

DBYIATICiS IV FLii. 

Lilco any good plan which looks quite perfect on paper but found otherwise 
upon ito execution, the DwP program is no exception. During its implement— 
ation, tho natural instinct of people, be they rich or poor, intellectual or 
unlettered, to be different from their neighbors, particularly with respect 
to nousing, became so preponderant that introduction of deviations to tho 
DBP oasic plan developed into an absolute necessity, The principle behind 
the requirement to follow the basic plan was to control the cost* of construc¬ 
tion. It in not uncommon for homebuilders to introduce deviations and im¬ 
provements which apparently cost so little individually but when taken alto¬ 
gether compounded the cost of the construction that, eventually, the building 
is left urn .ini shed until the loan is paid or the mortgage foreclosed. Some¬ 
how, most of the DBP borrowers are able to finish and. paint their houses al¬ 
though not without untold sacrifices, pawning their valuables and outside 
borrowing, or scraping to the bottom of their hard-earned savings. It tends 
to show, however, that people will go a long, even hazardous way towards ac¬ 
quiring their own homes. All they need are incentives and a start. These, 
the DBP has provided thru its low-cost home program. And to satisfy their na- 
tuicl lHotinct to build *‘difxercnt and better** houses, the DBP designed a num— 
. ®- L allowable deviations and/or extensions to its basic building plan at 
nominal cost. The borrowers, however, wore made to understand that the expen¬ 
ses for whatever deviation or addition they adopt in the construction will be 
dexrayed by them out of their personal funds. The results were almost fantas¬ 
tic. houses o.i. dixie rent sizes, shapes and color sprang up all over the coun— 
try, and ulcss one is meticulously observant, he would not recognize them to 
be of D3P low—cost homo vintage, 

COQtDIfATf.D L1DIUC- PlQtTJK KYI HQ-iEBUILDIDG 

Drain*.ng from tms experience of the DBP with tho low-income group, it is 
believed that building and loan associations will do just as well with the 
medium, and upper incomo sector of the population and thus contribute substan¬ 
tially and effectively to the housing program o" the country. Under a Home 
Building and.Loan Commission or a home Loan and Savings Bank proposed by the 
Special Committee on Building and Loan Associations, the lending program for 
homobuilding may be properly coordinated for the present and. future build¬ 
ing and loan associations along a definite line similar to that of the DBP 
lowwcost homo plan.^ The technical staff of the Commission or Panic which may 
be composed ox architects and engineers shall design plans for various ti"pes 
of residential buildings ranging in cost from, say, P6,000 up to ? 30 , 000 , or 






about 25 standard plans' involving an increment in cost of Pi,000 each. 

-aoh sot shall be composed. of complete building plans, specifications and 
bill of manorial:-; ane detailed cost estimates. Each basic building plan 
shall also have a sot of allowable deviations witliin the particular estima— 
tod cost. Attractive presentation drawings of each type of house with res- 
poctivo basic floor plans slrall be prepared in brochure form for dissemina***' 
tion to the borrowing public» 

A s .an incentive to the individual borr or/e r-home builder, a complete sot of 

the 
shall 

equivalent to the price 
of wlriteprinting, together with the corresponding specifications and bill of 
materials and cost estimates. In this way, he can save expenses on this item 
of hsmobviIding which can sometimes reach substantial proportions if ho is 
inexpori(oneed or ii his r.rcnitact or engineer happens to be the unscrupulous 
type, .From who initial interview of the applicant, the building and loan as¬ 
sociation concerned may gather sufficient information to determine Ids source 
of income and waging capacity, his interest and capability to build Ids house, 
and. Ids choice of tiro model plan on hand. The processing of the loan applica¬ 
tion is thus simplified and the time involved considerably reduced. This is 
a very significant factor in home financing because the applicants, when their 
interest in .hemebuilding is aroused, arc invariably an impatient lot. 

Tiro terms and co; motions of the loan shall be determined by the terras and 
conditions ox the funds obtained from tire AID (Agency for International Dev¬ 
elopment) or' other x oroign financing institutions v The promotion of the pro¬ 
gram shall be intensively done thru newspapers and magazines. If tire DBP has 
succeeded in. its hone financing plan for v.he lev:- ’income group, there is no 
reason why tiro building and loan associations cannot do tire some for the me¬ 
dium to upper income sector, provided, they adopt a similar procedure under 
the supervision of a national commission or bank and, provided .further, that 
they have the necessity funds. 


A. S. MAh.TIIEZ 
Assistant Manager 
RE & SL Dept, 

Dev. Bark of the Fhil* 

March 10, 1965 
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Establishing Savings unci Loan Associations 
in Less Industrialized -Countries 2/ 

By 


Roy J, Burroughs 


HIQ3IE11 


mousing advisors to loss industrialized countrios often aro 
asked whether, and how, to establish thrift institutions for fi»« 
nancing o.. mousing. Although the typo of institution must fit corn 
ditions p.’vl traditions of a given country, this paper primarily 
concerns savings and loan associations similar to those of the" 
United States of America. Many of the principles stated here have 
application to various typos of mortgage lenders# Such institution 
oannot be ejected to serve countries that are suffering from aoav. 
ious inflation. They my serve in a limited may, but with difficvl 
in helping a country to mice the transition from a barter to a mcv' 
notary economy. .. 

io give proper consideration to this topic, answers must bo 
sought to ;amorous questions: 

1. What annual volume of business must be .anticipated before 
such an institution would succood and how may this volume 
lx) estimated? 

2. What spread between cost of funds and the earnings on mortgage 

is necessary? 3 ° “ 

3. What minimum average size of loan can be acceptable? Minimum 
size oi loan payments? Minimum size of savings deposits? 

4* In vie*' of transportation, communication, and prospects for 
business, now much territory should an institution serve? 

*- 0 imuch initial capital must be nut up by sponsors and must 
they underwrite expenses and for how long? 


A/ For assistance in assembling information for this paper, the 
irriter is especially indebted to Mr. Nathan Morgan, Assistant 
General Manager, federal Savings and Loan Incui'anco Corporation 


and a*r. Dan I. Mcl'eithon, Director, Division of Federal Savings 
and Loan Operations, Federal Heme Loan Bank Board. 


* 


International Housing Finance Advisor, International Housing 
Service, Housing and Homo Financo Agency, Washington D, 0, 
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6* Should the institution bo a stock company or a mutual brga< 
nization? 


7. Who should provide sponsorship? 

S. Is thoro ary device for governmental participation or initiation 
of a private or cooperative undertaking? ' 

9. What financial responsibilities may be expected of sponsors? 

10, Gan people bo expected to make payments on loans or deposits 
of sayings by mail or in person? If not, must an institution 
take -re initiative in making collections noddy? Monthly? 

11, What lumber of people and uhat type are required as staff 
and !iw -.rill these vary according to volume of business? 

12, What duG get fox- all operations should be planned for the first 
year? Subsequent years? 

13* Under^what circumstances should appraisers and attornevs be paid 
fees s .or each transaction? Paid an annual retainer? 

14. What types of mortgages should be made; structures acceptable 
as security; ratio of loan to value; rates of interest;’dura¬ 
tion of loan; method of repayment, etc, 

15. What dividend, policies and rates should be adopted? Whet is ade¬ 
quate licuiditv? 

“* \J 

l'e, What location and office quarters are advisable? 

17. What leg3.sln.ti on is noedod to introduce and properly sustain 
c. savings and lorn system? 

IS. hew can mtiom-rf.de fluidity of capital be achieved? 

.an d Initial C -p ut^l, 
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.. - , - J-oan .unns mxh interest -nd cover 

operating expenses, -..he nocossaiy volume of loans depends on the ro3a- 
oion o,. prospective income to prospective outlay. Juooino is derived fr« 
loans made, tutlays are for operating expenses and for use of capital. 



• . v ^ ‘‘iiited States an initirl capital of at leant $150,000 
jO # 750,000 iihould ho available to start* Pui’thor/iore, before on 
association opens for business it would be well that it already ohrjl 
have received applications for barJcr.blo loans eopjivalent to at least 
CO percent of initial cavitnl. 

•^o provide a sufficient volume of savings and o:.‘ loans in the 
United Stator, a prospective clientele dream from peyhepo 15,000 
people is required. Sometimes, if competition for savings mid loans 
is not keen, county seat to:ms of 3,000 to 4,COO people with a tra¬ 
ding area of twelve thousand or mor; MU support ?. email association. 
In countries lacking caoit.nl, as evidenced, by high interest rates,' 
a much larger population would be required to provide minimum capi- 
trl. If Mg’: interest is caused by monetary instability, savinr-Cs pro- 
oably could, not bo garnered at all by a financial institution ©specia¬ 
lising ir. mortgage loans, 

o general answer will suffice, Kach case must be carefully 
analyzed to estimate the prospective volume that is Required. 

lo estimate the voluriie of loans and amount of savings which a 
ne:; association can oxpcct involves difficult analysis and forecas¬ 
ting, Reference in made to Orientation in JjnuMag.Iconomics. Finance. 

• Oart IV, 13hPA«-IiS, May 1955 (processed), This 
publication offers suggestions for market analysis which is a basic 
stop preparatory to establishment of any loan institution. 

Among the .la.ta (past, present, prospective), which must be exa¬ 
mined are: 

1» Population: people, households» 

2» Income and economy of the area, 

3« housing inventory 

4* --ate of construction, alteration, and demolition, 

5* Material aid labor situation, 

6, Tax and assessment structure in relation to public services and 
effectiveness of govorjruent# 

1% Sources anu char ae t ni: t i c s of financing^ public and private* 

8* Amountj rate * f and sources of savings# 

Ihe revim.r of such data mil permit the analyst to esti^iato uith 
in broad limits the nature and volume of business, both savings arid 
loans, which a new lending institution can obtain# A new institution 
cm cost whose estimator* before it formally opens business by talcing 
preliminary applications for loans and coiamitmonts for investments 
of savings c apital# 
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Tho iinitial capital of $150,000 to $ 750 , 000 , as mentioned above, 
is a bare minimum for savings and loan associations in tho United 
States. A Larger sum is preferable if the prospective loan business 
is big enough to use the funds. Subscription for t’ris capital should 
be held in advance of opening. 

Assoc:' -V. *■ j.OilfJ chartered by the United States Government must ob- 
tai;i at L ast 90 percent of their initial capital from individuals 
other th-vr. coi-par?. tlonc. hi ore over, not fewer than 100 to 300 per¬ 
sons representative of tho entire community must subscribe to share 
capital. 

Because United States federally chartered associations are mu— 
tual in character, from B to 10 percent of the initial sharo capi¬ 
tal must bo pledged in escrow with the Federal home Loan Bank Hoard 
for a period of five years as a guaranty to the association against 
operating deficits and losses. If reserves against losses and sur¬ 
plus arc built up after three years to the equivalent of at least 
3 percent of not assets, the pledged s’naros may be released to their 
owners. 

SRIA D MgLh ITffST PAID AiS IlfiLST RhChllSD 

In the United States, savings and loan associations quite com¬ 
monly charge 5 percent per annum interest on loans. Savings ca-' 
pit-"1 invested in such associations usually receives 3 or 3'h per¬ 
cent return* Those low rites reflect the ready availability of ca¬ 
pital. In countries 1-- cling ready capital, as evidenced by high in¬ 
terest rates, the spread, might hove to be higher as a means of co¬ 
vering possible higher cost of advertising for and attracting savings. 
A spread a:’ 2-4 to 3 percent between what is paid for and received on 
capital probably i.dll prove a minimum requirement for successful 
operation. 

5.1 ih.CP 4 'A: 3AC TI0I5 

Small loar:: and small savings accounts arc- quite as expensive 
to .administer s largo, transactions. In the United States where 
mortgage loans for purc3io.se or construction of houses are seldom 
less tlmn $4,COO, perhaps more often about $7,000 to $9,000, and 
frequently r.mch. larger, costs of administration per dollar loaned 
•are node rat' . Average operating eimensos of 4,009 member associa¬ 
tions in .j.. . v-nited ^titcs ?v-r dollar of outstanding loan bnlnnco 
was less thru l{- cents in 1954. 1/ Thi is less than $15 per $1,000 
of loan balance. The average size oh these loans ;i-.de in 1954 ’..us 
$7,187. At tho year-end the average balance due on loans was $5,370.2/ 


X/ Computed 
Feder al 

Federal home Loan Bank Board 


from Corf 
as Bank on 




The o:cpens0 would not be much less per loan vev c loans much ' 
smollor than they actually are. It is for t’ds reason that opera- 
tnifj expo tsoc i)ocome olmoit prohibitive if loans are less than^ sa.v’j 
$tfCC, Whon consumer small-loan companies charge one percent per 
.month on out;'t;0'iing small—loan balances, they are being moderate 
in their o. cargos, Administration and collection costs mo up a con¬ 
siderable ’ ~ * 


eh ro of this 


gross return.. 


itlllTOI ll SPh/fD 

Sr.viv.pt: ■ *v' loan associations in the United States tend'to be 
res trie tod oy regulation and 'practice to a territory ad thin fifty 
riles of the office, 'fids restriction preserves the local civirao- 
ter oj; the enterprise , and the support of the cormnunity and helps 
to mrintain the cooperative nature of the association. It Id.its 
costs of trr usportation, investigation and collection, 

let this restriction, of territory limits the oossible volume 
of business. In some instances this may be a compelling factor* 
Same lenders such as insurance* companies sometimes operate on vir¬ 
tually a rution’.ddo scope, Th.ny either operate vilely scattered 
orrices to service their loans or olso pay a fee to correspondents 
for such services. 

Countries with poor transportation and o ommuni a a ti on may have 
'inlenity vith any but strictly local operations, However, part** 
time collectors such as postal clerks or teachers voicing for a 
small fee v.' del. vould be related to amounts cello eta cl may compensate 
for lack of transport, 

••’ho onrating arraivgomor.tr - cam be adapted to territories of any 
sine, A convent territory has special, advantages particularly if 
an institution is to be mutual in chv actor, 

3‘i'LCK VflSbS llaf-AL CCTAfES 


I‘i t]; : united Ct. tos federally chartered savings and loan nsco- 
clarions ’.ro nv.tuv.l in choractor, State chartered institutions are 
of both stock and rub uni t**r>es. 


■M 

v. 

■pm 


creditors. 


ho federal associations, and oven those vho borrow, possess voti 
ights in the management. Savors ro equity J-oldorc rather than 


leposiu money m 

ing 


'''•hr le tter respect the associations are much like 
onnlcs, I'hey differ If* investing primarily in home 

1C* 

o 


mutual, savin 

mortgages, by permitting borrowers a voice ir the selection of direc- 








tors, and in other ’.rays 


These Federally chartered associations provide that each bor¬ 
rower rts such may have one vote. .bach o*,mer of a savings account 
have one vote for each $100 of account, or fraction thereof# 

!Io member nay cast more than fifty votes. 


This mutual type of institution in many cases can obtain 
community support more readily than c. stock conpa.-jy seeking to 
trade on equity. If a community feels it can. control its mm 
thrift institution, that institution, is mono apt to prosper* 

There may also be tax and other advantages peculiar to the United. 
States that are not necessarily available elsewhoro. 


There may bo good reasons why sponsors who seok individual pro¬ 
fit can organize a successful stock company. 


SPONSORSHIP 


The question of who is to sponsor a mutual association is one 
of importance to the community to be served, Federal?y charterod 
institutions i:m the United States are required to obtain "a balanced 
directorate representative of the diversified business interest of 
the ccrmmunitj-, with at least two—thirds not in any business closely 
related to the savings and loan business," 


Probably some of the persons who would be willing to pledge 
stock in mutual companies <>.s guaranty ugfiinst losses would have a 
direct financial interest in businesses that would benefit direct¬ 
ly by the new aasociation. Others take this responsibility as a pu bli c 


service. ’ fevertholesc 


interest of the ccnmvunity as a whole are 


required to he represented more fully than the special interest on 
the board of Directors# 


The integrity and responsibility of sponsor is an overriding 
consideration, both commuiity and regulatory agencies must look to 
this matter as of first importance* 


In somo countries, the government nay have to initiate thrift 
institutions. Provision is made in a recent measure of the Pliilip— 
pino Hepublic for possible governmental investments in building and 
loans associations, In the United States the Federal. Government i;>» 
vested in shares of savings and loan associations during the period 
of "capital fright" of the nineteen thirties. AH shares have since 
been repurchased for private account. Government did not participate 
in management except under certain conditions requiring it to pro¬ 
tect its investment, especially in cases of faulty management# 
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Any government id.115.ng to share capital investment and risk 
on c, matching basis with private investors would give an upward 
lift to the {savings and loan business that otherwise might be lack** 
ing. 


STAFF AMD DUI X SIS 

A nvaber of "rules of thumb" which seom effective for operations 
ir. the ^ united States .nay or may not be completely applicable to other 
countries 4 -or example, as a general rule not more than one and one- 
half employees per million dollars of loans are to be used, however, 
t!ls also is near a minimum amount of manpower even for the smallest 
association. Appraisers and attorneys are not .included in this figure, 
Such specialists : ro used as needed and paid by the fees of applicants 
for loans• 

.Operating ratios likewise must keep within definite limits to 
avoid financial disaster. Thus, dross Ope rat 5. ng tape ns e must not 
.exceed one-t ird of Gross Income, or 2 percent of assets. .For this 
purpose a. charge reserve for losses is handled as a capital and not 
an operating item, 

^ The payment of Dividends should not exceed 70 percent of Met 
Income. Credits to deserves for Losses should at least be 25 per¬ 
cent cf Not income. This leaves 5 percent of Not Income for Undivi¬ 
ded Frofit# 

Lxprossed sololy as percentage ratios to Gross Operating Income 
these items may 1x3 recapitulated as fallows: 


oss Operating Income 

122 

percent 

Operating "‘xpense 

33 

ti 

Dividends 

47 

ii 

he serves A <rai list Loss 

17 

it 

Undivided Profits 

3 

u 


, The credit to reserves for prospectin losses will be equi¬ 
valent to snout one percent of the unpaid mortgages. This is a 
conservative figure. Wien all goes well the lossos normally are 
lar loss i: the ited States. But thn reserve is needed against 

one : ay worn all way not bo well• a time of gsnerril depression* 
Tho^even large .serve:.; ;ry prove insufficient. Thor, it is necessa¬ 
ry for a lording inst5.tution to h; ve sufficient rosoi'ves to carry 
defaulted mortgages while mooting rithdrowals a:ud, if possible, con¬ 
tinuing to maintain dividends. 

An Operating Budget is an essential for each year of operation. 
In the United States such budgets :.ra prepared each year and made 
available to the supervisory agency - The Federal Nome Loan Bank 
Board. A copy of the r.,--sorting form for this purpose follows. 





PROPOSED OPERATING BUDGET# 


(Name of Institution] 

(City) _ T . . _. __ _ , .. (State) ' 

For tho period beginning_19_ ; _and. ending 19 


1 . 

Actual. Operations 
From 196 

To_196__ 

I, GROSS OERATING INCOME 
1. Interest 
-a, On mortgage loans 

-ordinary cash collections , , , , $ _______ 

—b. On mortgage loans 

—all others • _______ 


■ 2 

Proposed .Budget 
Fro m 1 9 6 

To_196_ 


I 


—c, All other 

2« Premium or commission on loans 

(current installments and amortizations 

only) .. . . 

3. Appraisal fees, legal fees and 

initial service charges t 

4« Other fees ..nd fines ____ 

5a.Groms income from, operation of reel 

estate O’. mod . ' ( ) 

5b.Less cost of repairs, taxes and 
maintenance 

Net income or loss from real estate 

O’.med (black or red).. . (_) 

6, Gross incane from, office building • . _ _ 

7* Dividends 

o* Miscellaneous operating income ... _______ 

9. Gross operating income ' 

II, LESS CPEPATING FNPEISE 

10a* Compensation to directors, officers, 
errloyees, etc. 

10b, Collection expense (agents), etc,) « _________ 

11. Legal services - retainer, 

travelling expenses and special, 
servicos , . 


(_ 1 











12. Sxpenoo account of directors, 
o'Hears and employees • 

13 • Pent, light, heat, etc. , . . , , 

1Repairs, t-oaeo and main¬ 
tenance of office building . , . 

14^h. Doprc elation of offico 

building .*•••••••••• 

15. Furniture, fixtures & equipment, 
incl, depreciation • ••••••• 

16 . Advertising .,..,«.... c 

17. Stationary, printing end office 
supplies 

18. Telegraph, telephone, postage, 
and express 

19. Insurance md bond premium . , . . 

20. Federal Insurance premium . . . ,, 

21. Audit ... 

22* Supervising examinations and. as¬ 
sessments . ..»••••• 

2,3. Organisation dues ..«•••*•• 

24. Other operating expense ...... 

25. Total operating expense ...... 


t 


III, 1ST CEIATTuG IFCCt-S JFFGEQ5 IlfTSRdST AW 

OTHER- CIA :.i A S ... 

IV. LESS IifflSV GHAItGSS 


26* On deposits, investment certi¬ 
ficates, etc, , ,.. 

27-28. On advance from FHLB 

and borrowed money . . .. , ,, 

29. Total Interest 

V. NfilT OEJRATIHG IFOOiE.. 

VI. LESS :02U0EdfATlNG IIICCME 

30 , Dividends retained on repur¬ 
chases and withdrawals 

31* Profit on sale of real estate . . 
32*33• Other non-operating income , , 
34* Total non-operating incomo .... 

VII. LESS ,'0i;-0FD;iATIITG ClIAEffiS 
(donot u r -e lines heroin 

for items charges direct 
to reserves) 

35* Foreclosure costs and back 
taxes on h’.d. acquired 
(unless capitalized or charged 
to reserves) 

36 , Loss on sale of real estate . , 
37*38, Other non~oporating charges * * 


-W 1 > w*- 













39* Total no-operating charges , , , , $ ^ 

V3U, JET IlKJaiE FOR THE PERIOD .... _ 


* Actual operations (column number I) should covor the 6 or 12 - 
21011 th period endoci at the last annual or semi-annual closing dates) 
proposed, uudget (column number 2) should cover the succeeding 6 
or 12~i'iionth period. 

*** Includes estimated annual tax or one—half thoreof if budgot covers 6 
month period on real estate of $ _ 


DISTRIB UTION OF '.ET I NCOS 


Tot F e deral Insu'T.nco Reserve 
Reserve for oontigencies 
Other reserves 

Dividends 
Undivided Profits 
JET IUCGS FOP. TIE PERIOD 


Total assets beginning of period 
Total assets end of period 
Total capital beginning of period 
Tot:1 capital end of period 



,f Secretary of the_ 


hereby certify that the proposed budget herein above set out was approved 
by the Board of Directors of 3 aid institution at a valid meeting on the 

— - o .ay of . . .. , ,19 6 ,. f at uhich mooting a quorum 

'.tv. s present. 


"(Secretary! 


(Seal) 


-ot.e: Prepare in triplicate. Send two certified copies to the Federal 
heme Loan 'mink and retain one copy for the filos of the institution. 

-Entries in the Operating Budget must be prepared in the light of 
local costs and income. It may be instructive to consider the experience 
of the United States, Combined operations of all member savings and loan 
associations have been computed as relatives to gross operating income. 

These average relationships though highly significant, vary from associa¬ 
tion to association. They cannot be used in other countries without adjust¬ 
ment for local practices and costs. The ratio follows: 


Vj 
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UTCGME AID EXPENSE ITEIS EXPRESSED AS RELATIVES 
TO GROSS OPEIlATIiJG Ih'CGE 
IEMRSP. SAvTXGS AID LOAii ASSOCIATIONS 
DiriffiD STATES 1954 


ID:',IE 


gr oss ope; a ti a irccTe ~~ ‘ 

In-tore ot: 

( n nortg ?o loans 

On invest:" 1 ..: nts and bend: deposits 

All other interest 

ProniiT.-i3, car dr 3 ions ft foes 
• !ot incaue fra : real estate owned 
Gross incase fran office building 
All other.- operating ir.cowe 

Gross Operating In.cor.ro 

Loss: OPR. ATI EG EXPENSE 

Caipennation 

Rent, light, hc.vt, etc. 

Office bllg, waintonanco, taxes, depreciation 
Advertising 

Rede ml In-ntr-..nce Preniun 
And it 

Supervisory c:rr. rinetion -1 assessments 
All other operating exisense 

Total Cper-r .-bi;-. -’xpenno 

HIT QPEJIATIPG T.CaV, EEFOUE 
INYXITST A D CTTIR CHARGES 

Loss: HITE". 1ST CRARCSS 

If‘I T GFLEATII ‘ I.CCl-L'. IEFORE JEDFillAL 

i::cuh tax 

Add: XCIUOR-r ATI:G 110CMC 

I5IT I'DQE AFTER AID XEFGRG CHARCSS 

Lass :. ROIUXf ATIXG CHARG E_ 


Percent of Gross 


100 

85*1 
4 .5 
1.3 

6.7 

1.1 

1.3 

100.00 


12.3 

0.3 

1.6 

2.6 

1.3 

0.2 

0.3 

6.5 

25.6 


74.4 

1.5 

72.9 
0.9 

73.9 
~~QcL 






>• * - 

v -T'irU- 


.>. B^it-% sMi? 


:’?». f ' r" VJ f’ >;;«:. •■••• P :*• 
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IKCCSMB AND EXPOSE ITEMS EXPRESSED AS RELATIVES 
TO ©CSS GPFNIATIHtt IHJCSE 
MEMBER SAVINGS AND LOAD ASSOCIATIONS 
UNITED STATLS 1954 
(continued) 


ITEMS 


HVT INCOME ildFCPI!’ FEDERAL INCOME 

TAX 

Lo:;a: Federal Income T a x 
5HiS INCOME 

ALLOCATION OF 1 ::',: f r INCOME 
Reservos 

Undivided Profits 
Dividends 


Percent of Gross 


73,5 


0,4 

73.1 


20,2 

1.2 

51.7 


*Less than 0,05 percent 


The staff of a very .small association could at the outset he ' 
limited, according to United States experience, to a part-time Exe¬ 
cutive-Manager and one full-time employee to serve as teller, book¬ 
keeper aiX: oypist. llie next employee to bo added as an association 
grows j'.iight he a combination, teller and bookkeeper. If preferred * 
one on the tiro full-time employees could specialize in one of the* 
factions such as bookkeeping. Dut in a small office the personnel 
.•mould be able to pc-rform all or nearly all aspects of the officei/ork. 

°y J °^ iC ^' ilG an association has a portfolio of one and one—h alf 
to two million dollars in mortgages, a fulltime executive-manager 
:aay be required, Nvon then, the salary may be too low to attract the 
capable full—time man* 

. In ' t * ie '-'iiited States the appraisers and attorneys are commonly 
paad^a foe for specific services. These costs are usually paosodon 
•'° I ? * oor,le p°^tries there may be good reasons for adopt¬ 

ing direermn practices. For example, the executive-manager could to a 
lairyor or an appraiser vcrldng for a -.alary. Fees paid by borrowers could 
onen be retained ay the association as income* Availability of staff and 

business practices of each countiy will dictate what arrange-,rents may to 
inado* J 
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OFFICE LOCATION AID SQUIKE11T 

'Hie Federal home Loan Sank Board requires net; associations to 
locate in an approved sito. The association must be clearly identic 
.cied as separate from any other business that may bo in the same struc¬ 
ture , 


•Ute traitor has observed tint savings and loan associations pros— 
sor most rapidly if they are in conspicuous locations and readily ac¬ 
cessible to places of employment of higher salaried people. A net; as¬ 
sociation . may be unable to pay the ront for an ideal location but it 
is loss likely to succeod if it is tuclcod into some out—of—the—wav 
placo# 


Arrangements somewhat similar to those required for a bank would 
be suitable for an associations Security for temporary funds, and space 
for tellers, bookkeepers, and interviews with cur.:tamer-members or pros¬ 
pects. 

The business machines required by a new association would, include' 
a typewriter, an adding machine, and a calculating machine. The alter¬ 
native to machines is a larger staff may be preferable,# In the Orient, 
the less expensive abacus may offer a partial substitute for an adding 
machine although it lacks a tape for checking computations, 

ELIGIBLE HOUTGAGBS 

Each lending institution must decide the degree of risk it will' 
assume in flaking mortgage loans. A small, new lender is more circum¬ 
scribed in' this respect than a large scale operator. The latter can 
aepend on the law of .averages to operate with respect to risk associa¬ 
ted. ’.at]] c name tori Stic s ox individual, loans. A large scale londer with 
.sany loans, none of which are large enough to constitute a special ha¬ 
zard, can choose to increase or decrease the risk it will take provided 
it increases or decreases its interest charges accordingly. A small as¬ 
sociation has less choice in the matter - a few losses might prove dis¬ 
astrous.^ Twenty defaults might represent 10 percent of the amount of 
outstanding loans in an snail million dollar association. Twenty d.e- 
favlts might constitute hut one percent of loans in n 10 million dol- 
. c.i juoinoi.s. 1 y chance such r. iiumoer could be concentrated in the 

small business. A similar chance would not concentrate a proportionate 
•.mount o.i. o.cis.slo m o. larger business. Like fire losses, mortgage 
losses are bound to occur but not all structures in all comuuiitios suf¬ 
fer simultane our.ly. 




signific mt risk in mortgage lending is 


Bufortuixutolv, 

not unlike tnr.t oj. a general conflagration. If a general and calcmi- 
oovlj ousinoss depression such as 1933 snould occur, a high percentage 
or sdLl mortgages wall default. The law of averages pertains only to 
those risks associated 1 rith individual loans grouped in large numbers. 
It is inapplicable to the type of generally shared risk that arises 
from tho economic environment as a whole. 



Besides the degree of risk, a lender also nay have some freo- 
dan of choice concerning the size of individual loans it nail malso* 
However, the nature of the available business tdll largely determine 
tliis matter* 


'• ils is not tho appropriate placo for a discussion of elements 
connected with mortgage risk. Suf.fi.ce it to say that tho most im¬ 
portant consideration aeons to be tho year in which a. loan is made, 
Loans made ns the business cycle nears its peak arc -much norn likelv 
to default than those ma.de on thy upturn of the cycle. 


bisk oiy individual cases will also vary with tho characteristic^ 
of the location of the mortgage property, characteristics of the pro¬ 
perty, civ.’notorieties ox th.c borrower, and tho characteristics of the 
jiIOj ?'*"• •com. -the influence of these various factors on mortgage 

risk will Vary rom country to country depending largely on the vary— 
ing influence of different cultures. For a review of considerations 
involved in the insurance of mortgages in the United. States, see bn- 
flauuaj * HIIFA, Federal Housing Administration, R e vised 
-larch 1955* 

Ac to the loan pattern of repayments, the overriding experience 
in tho United Statos has been that loans should be reduced periodi¬ 
cally as Income is received. Host residential mortgages in the Uni¬ 
ted. States are amortized on a monthly basis. High ratio loans are 
thUu made p os si ole. Conventional loans commonly ecpual as much as 
two-thirds of the appraised value of the security. Hortgagoc which 
aie guira.-ii.oed or insured by governmental agencies commonly are from 
80 to 95 appraised value. 


LIQUIDITY 


Savings and loan associations must have sufficient funds, rea¬ 
dily marketable securities, or borrowing facilities to honor idth- 
drawnls. In the United States cash and government bonds average "bout 
one-oight of the assets. 

In general the saverr in such associations in tho United States 
arc shareholders rather than creditors* Funds can be withdrawn oily 
within strict limits or after notice.and oily if available. Unliko ^ 
most corporation shareholders, association shareholders do not v^ll r 
Sii-.res (savings) to third parties. Usually rights of ownership in 
these mutual institutions are not transferable. let the shareholders 
arojiot creditors and do not have tho privileges of creditors. He- 
vortheless, associations usually withdramls of investment on little. 
if ary notice'. 9 

Fully-paid shares usual!-* are cashed almost on demand with little 
penalty,^!.' any, other than loss of currently accruing dividends. Some 
oxi.ios withdrawals of installment savings account (or even fs.ilure to 
mice regular deposits) will cause the saver to forego a sraaDl bonus ho 
could have liad by completing the terms of Ids contract to save regular¬ 
ly for say, ton years. 
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Required liquidity, then is contingent on the policies and circum¬ 
stances ox* nch situation. Savings accounts that are large relative to 
total assets^constioute a hazard liquidity. Accounts of business firms 
or organisations may be withdrawn after a short period. If such accounts 
are accepted a special agreement concerning withdrawals may bo necessary 
to protect tho association* 

A..ooci.\oious in the United States do not usually require the some 
degree of liquidity as building societies in the United Kingdom which 
accept^deposits in the nature of liabilities. In the United Kingdom 
15 to .-.0 par cent liquidity is common with variations freon 9 to nearly 
25 percent, 

Associations in the nited States also are given individual nro— 
tection, though in the aggregate in a time of stress this may prove 
elusive, by capacity to borrow from F e doral home Loan Banks." The lat¬ 
ter help individual associations obtain funds when their liquid uooi- 
tion is threatened either by withdrawals of sa-lngs or by a largo do- 
maud for loans* Fluidity of the; capital market as a whole contributes 
to liquidity of individual institutions, 

OUTAIiarHO FLUIDITY FCh CAi-TTAL 

In tho . United States -.athin specified limits the Federal Housing 
Administration insures mortgages, tho Veterans Administration guar*? 
rentees mortgages, asod. the Federal Savings and Loan Insurance Corpo— 
ration insures individual savors in thrift institutions against loss 
of savings. The program of the Veterans Administration is for former 
servicemen. All types of institutional lenders are interested in 
malting guaranteed loans for veterans although some lenders make such 
loans to maintain good public acccptanco. Savings and loan associa¬ 
tions i.iako fow mortgages insured by the Federal “ousing Administration, 
preferring tho higher return of conventional loans. Nearly all sa¬ 
yings and loan associations of any size have their savings capital 
insured by th F G deral Savings and Lorn. Insurance Corporation, 

Institutions with sufficient large volume of residential mort¬ 
gage loans to average out individual risk have less need for mort¬ 
gage insurance than institutions which operates on a smaller scale, 

Yet many larger lenders such o.s life insurance companies prefer tho 
lower risks, opportunities for bvllc purchase of standard typos of 
mortgages and sometimes the lower operating costs associated with 
insured mortgages. 


2J '’Building .'Societies and Housing," The Economists, May 5, 1956 
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Whether a country should enact legislation to provide insurance 
of Mortgages depends then, on local circitmstances• If a country pos¬ 
sesses a mortgage bank that operate throughout a country on a large 
scale, if such institution is successful in attracting capital end 
serving the needs of house buyers and builders at rocu.-on.v le terns 
lino conditions, a.n insured Mortgage system would hardly be necessary* 
But to encourage lending by numerous smaller institutions,to stai>- 
dordize . lorogages so trey will have a rationuide aopeal to invest— 

. lng msti outions am to ©dualize a flow of funds and rates of inte¬ 
rest as oo swoon localities with capital for export and s.voas of ca¬ 
pital shortage, an insured Mortgage system is very helpful. 

In t'r.a i rated States the insured mortgage system has the support 
Oi ar. iusti button tlv.it stands ready to buy and sell insured and gua¬ 
ranteed mortgages, -his is the Federal National mortgage Association 
wliicli was ostabl.ished by government but ultimately will be owned by 
sellers o.i mortgages who are raejuired to purchase shares. A similar 
typo of agency may be needed whoreevor insured mortgage system are 
introduced, 

Tlie 1 rdted States also has established a nationwide system of 
Federal fame Log?'. Banks w’ich are o’mod by savings and loan asso¬ 
ciations and a few other lenders such as mutual savings banks that 
are members of the system, 

These basics make loans to local savings and loan u'-sooiations 
during periods when local savings are lagging behind local lending 
and when withdrawals of savings are heavy, The mortgages provided 
as collaterals .dr those loans in turn become security for cog, soli— 
dated debentures which are the .joint obligation of the eleven Fede¬ 
ral Nome bo m Banks, These debentures usually mature in less than 
v. year ana are sold at very low rates of interest in the shout—to mu 
money market, 1 hus ever;/ member savings and loan association has 
access indirectly to the national money market. 

Though a nationwide system tieing associations together assures 
xluidity o:-. capital, outside capital is not a tenth as important in 
tlie United ou.-tos as arc local rosources. In some communities, yes, 
but on the average, no. 

Local savings, locally lent, -are the common pattern in the United 
Starnes, x hf availability of local savings is greatly st iuulo. tod by 
tin- insurance accounts un to -iplO,000 by the Federal Savings and Loan 
-wmuv.ncG '«or oration, inis •.rovernuental agency charges a premium 
for its services, It, together iri.th the Federal. haae°Loaii Lank Board 
under i/hicn. io a.?s operated, regulates and examines local associations 
and thus further contributes to their reliability, 

Logislatk:.: 


The legal code of or.ch nation rind of each state of a federal 
form of government will provide the framework within which any new 
system must bo established. No general suggestions can be made on 
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thill subject* ^Tho experience, lavs, court decisions and practices 
of the United °t:\tes and other nations will bear study r.s a basis 
for re comae relations. The accompanying bibliography based on United 
States practice may bo helpful. 
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HOME FINANCING COMMISSION P.O.Box 

51H FLOOR, CEPOC BLOG.; DASMARINAS, MANILA 2 0 7 7 


March 23, 1965 

To : Dr. C. A. Javier, Chairman, PIA Special Committee on Building 

and Loans Associations 

From: Atty, A. R, Rellosa, Member 



, ; IerG 5° at J ach( ^ are five (5) copies of the draft of the bill creat 

thS propS tak.^t^ 1 ^ h8reUnder Sr ° the tasi0 «f ' 


«. Jznjzs-Sbss: zisrgszzs,? «■*■* « - 

lcJ-JloSS, 0 ’ ala 31,4 inlUate the fOTation ° f «“ ®d 


0 . To Grant loans to applicant for individual housing or sutaivi 
sxon^devclopment whenever building and loans associations" s!re^lTto 


6 . To serve as the secondary market for HFC insured mortgages; 

7. To borrow money directly from domestic and international sources; 

8 . To issue bonds which may be sold locally or abroad; 

buildlr^a 7 advance3 granted by the Home Loan Bank in favor of 
of R.aASy (S Sn“t)? b ° taSUred by ®° mdor Cha P te 111 

Oen“al H tok^a a3nlt “* 3Ub3 ° 0t to — Nation by 

i n Hi isrs : ttb3criptlon 


(SGD.) A. R. RELLOSA 


, fU-~oorn»-TT^<y ^<vu^fi EBOHCIKa n re W T fft TfW - .. 

. P.O. IV)X 2077 . Vanlla. Philippine 
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HOME FINANCINT^OmiSSi^ p™ box 

5TO FLOOR, CEPOC BLDG., DASMARINAS, MANILA 2077 

AN ACT 

CREATING THE HOME LOAN BANK OF THE PHILIPPINES, AND FOR OTHER PURPOSES 

Be it enacted by the Senate and House of R epresen tativ e s of the 

Philippines as se mbled : 

CHAPTER I, ESTABLISHMENT AND FUNCTIONS 

SECTION 1 , - Name, domicile and place of businoss. - There is 
hereby created a Bank to bo known as the Home Loan Bank of the Philip¬ 
pines. Its principal domicile and place of business shall bo in the 
oity of Manila, 

SBC. 2 . - Responsibilities and Objectives, - It shall be the res- 
bonsibility of the Home Loan Bank to exercise the solo authority over 
the establishment, operation and liquidation of building and loan 
associations in the Philippines, 

It shall be the duty of the Homo Loan Bank to use the powers 
granted to it under this Act to achieve the following objectives: 

(a) To encourage industry, frugality, home building and the accu¬ 
mulation of savings among the people* and 

(b) To encourage aid and initiate the incorporation and organiza¬ 
tion of building and loan associations in the Philippines, 

SEC, 3 , « Corporate Powers . - The said Bank shall bo a body cor¬ 
porate and shall have the power: 

(a) To prescribe its by—lav/s and rules and regulations} 

(b) To adopt and uao a seal* 

(c) To make contractsj 

(d) To lease or own real and personal property and to sell or 
otherwise dispose of the same* 

(e) To sue and be sued* 

(f) To .grant loans and extend credit facilities to building and 
loan associations to assist, them in their lending operationsj 

(g) To grant loans directly to applicants for individual housing of 
subdivision development whenever building and loan association are unable 
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to do so* 

(h) To servo as the secondary market for mortgages insured by the 
Heine Financing Ccmmissionj 

(i) To carry on a trust business in accordance with the provisions 
of law governing trust corporations* 

(j) invest m stocks, bonds and other secured collaterals having 
maturities of not more than thirty yearsj 

(k) To borrow money directly from domestic or international sources* 

(l) To issue bonds, debentures, securities, collaterals, notes and 
other obligations under such terms and conditions as may be fixed by the 
Bank. Such obligations shall be secured by the assets of the- Bank, in- 

sbo °]j*s, debentures and other securities under writ bon, 

purchased or held by it under the provisions of this Act. The Bank shall 

provide for appropriate roservos for the redemption of termination of 
srad ooligations. Such obligation may bo issued and offered for sale, 

onoS 1 ? or abr ° a ^ at such price or prices as the Bank may determine ind 
uhall be. exempt from taxation both as to principal and interest. The 

^±°^ ti011S + Shal • mid are horob y full V and unconditionally gua- 
^ d n ° 1 % to principal and interest by the government of the Re- 

thereof th ° Pnlllpplnes 311(1 guaranty shall be expressed on the faco 

d ° “ d P^fron any and .all things that may bo nocessaiy or pro* 
per to carry out the purposes of this Act* p 

n SEC * 4. - Capitalization - Autho rized Capital Stock Par Value. - The 

ank shall have an authorized capital stock of_ __ _ divided into 

pai value shares of P100 each. Such shares shall be 


—-—---;- 7 - .— — A -- 

divided into two groups^ Series n A 11 and Series 
(a) Series "A" shall be comprised of P 


equivalent to 


*1 , . — _ ._ uu 

par value to be subscribed for by the Government of the Phil- 


lppmesj 

(b) Sories "B« shall be comprised of P 


equivalent to 


par va^ue shares to be subscribed for by the general public* 

; 1 5 * M n g Operations, Invest ments and Obligations - Tim RnnV 

is hereby authorized: - u - 

nv , T ,° ? rant loans °r advances to building and loan associations, 
midei such terms and conditions as it may prescribe for the purpose of 

promoting, facilitating and assisting the lending operations of such 
associations* 

(b) To purchase, rediscount, or discount mortgage, notes and other 
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obligations insured by the Home Financing Commission under Repblic Act 
Numbered Five Hundred and E.i ghty as amended by Republic Act Numbered One 
Thousand Five Hundred and Fifty Seven, otherwise known as the Home Finan¬ 
cing Act, Provided, that in the exercise of this authority, it shall be 
mandatory upon the Bank, in supplying the secondary market for insured 
mortgages, to purchase, rediscount or discount them whenever offered to 
it by mortgagesj 

(c) To grant loans and advances against security of real estate for 
homo building or subdivision development in such a reason where building and 
loan association are unable to provide the nooessary therefore* 

(d) To invest in preferred shares in building and loan associations 
and which shall be entitled to a dividend, if earned, after payment of 
expenses and provision for reasonable reserves to the same extent as 
other stockholders! Provided, however, That no such subscription shall 
be made unless, in the judgement of the Home Loan Bank Board, the funds 
aro necessary for the encouragement of reasonable local home financing 
m the community to be served# In case of liquidation of any such 
association, the shares held by the Bank shall be retired in the same 
basis as payments are made to the other shareholders in accordance 
with existing laws; 


(e) To accept and receive depositsj 

SEC. 6 . - togs or Advances to B ui lding and Loan Assoication to 
b O - inaujod by t he. jj cp _ e _ Fin aneing Commission . - All loans or advances 
granted by the Rank in favor of building and loan associations shall 
bo insured by the Home Financing Commission under the provisions of 
Chapter III of the Home Financing Act# 


SEC. 7 , _ All corporations whose capital stock is required or is 
permitted to be paid in by the stockholders in regular, equal periodical 
payments and whose purpose is to accumulate the savings of its stock¬ 
holders to repay to said stockholders their accumulated savings and pro¬ 
fits uponsurrender of their shares, to encourage industry, frugality, 
and home building among its stockholders and to loan its funds, and 
funds borrowed for the purpose, to stockholders on the security of un¬ 
encumbered real estate and with the pledge of shared of the capital 
stock.owned by such stocldioldors as collateral security shall be known 
as building and loan associations and the word "building and loan asso¬ 
ciation shall foi?.i part of the name of every such association. 


SE ?: “ Th( r Securities and Exchange Commission shall not register 

the articles of incorporation building and loan associations unless 
accompanied by a certificate of authority issued by the Home Loan Bank 
Board, under its official seal. Such certificate shall not be issued 

tIlC Hcme Loatl Bank Board is satisfied from the evidence sub¬ 
mitted to it* 


(a) That all the requirements of existing laws and regulations to 
engage in the business for which the applicant is proposed to bo incor- 
porated have been complied withj 
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(b) That the building and loan association is to bo foisted to accnv- 
ululate the savings of its stockholders and to encourage industry. fn>- 
gality, home building and land ownership among them; 

(c) That the incorporators, directors or officers possess the Cha- 
ractor, experience or general fitness to engage in such businessj 

(d) That.the area where the association is to be located is not 
served, or is inadequately served, by building and loan associations; 
and 

(o) That the public convenience and advantage will be promoted by 
the formation of such association. 

SKC, 9 - The Securities and Exchange Commission shall not regis¬ 
ter the by-laws of any building and loan association, or any amend¬ 
ments thereto unless accompanied by a certificate of the Home Loan 
Bank Board to the effect that such by—lavra or amendments thereto are 
in accordance with law. 

SEC. 10 - At least sixty percent of the capital stock of any build¬ 
ing and loan association shall be owned by citizens of the Philippines, 

SEC. 11 -.At.least two-thirds of the members of the board of direc¬ 
tors of any building and loan association shall be citizens of the 
Philippines, 


SEC, 12 - The articles of incorporation shall state the purpose of 
the association as set forth in Section 7 thereof, 

SEC. 13 - Any person may become a stockholder of any building and ' 
loan association by subscribing for one or more sharos therein and sign- 
iiig the by-laws of tho association, following his signature with his post 
office address. 


SEC. 14 - The capital stock of such associations shall be paid in 
by tho stockholders in regular, equal, periodical payments known as 
dues, at such times and in such amounts as shall be provided in the 
by-laws of the association. The dues on each share of stock subscribed 
for by a s oocknoldcr shall continue to be paid by the stockholder to the 
association until tho share has been duly withdrawn, cancelled, or for- 
xoitod or until the share has reached its matured value; that is to say, 
when fie dues pain on each share and the net earnings thereof in accord¬ 
ance with the by-laws shall amount to the matured value of the share, 
but such association may issue and sell paid-up stock for each and. also 
investment stock to be paid in installments, and may nay investment 
stock to be paid in installments, and may pay to the holders of such 
paid-up stock out of the not profits such rates of dividends as may be 
fixed from time to time by the board of directors of the association, 
which shall be expressed in the stock certificates and shall not par¬ 
ticipate .further in the profits or accretions of tho association. Paid- 
up issued afoer the date when this Act shall became effective shall not 
be entitled to vote. ?he dividends payable upon such paid-up shall not 
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be cumulative in the sense of being a charge upon the future earnings 
of the association should the earnings of the association not be 
sufficient in any particular year to meet the dividend requirements 
of such stock in that year# Either paid-up or invostnaent stock may 
bo surrendered by tne holder at anytime upon the giving of such 
notices as the association may require# 

SEC, 15 - The capital stock of every such association shall be 
divided into shares of the matured or par value of two hundred pesos 
each, r 


SEC, 16 - Certificates of stock shall be issued to each stock¬ 
holder upon the payment of the membership fee and first installments 
of the dues. The association may charge a membership or entrance fee 
not exceeding one peso on each share transferred, all of which shall 
be paid into the.treasury and accounted for as funds of the associa¬ 
tion, Shares which have not been pledged as security for the oav- 
»nt of a loan shall bo called "freeshares”,and shores which h£e 
been so pledged shall be called "pledged shares." 

SEC, 17 _ Payment of dues on shares of stock shall, commence from 
the time of issue of such shares, 

• ,? EC * 18 “ Whene Y er an ^ stockholder shall be six months in arrears 
in the payment of his dues upon free shares, the secretary or clerk of 
the association shall give him notice in writing of his arrearages by 
mailing to him at the last post office address given by hin to the 
association a statement of all such arrearages. If the stockholder 
fails to pay within two months after receipt of such notice the full 
amount of his arrearages the board of directors, at its option, declare 
his shares, forfeited. At the time of the forfeiture, the withdrawal 
value of the forfeited shares shall be determined and stated by the 
board oi directors, and the defaulting stockholder shall be entitled 
to receive such value without interest upon such notice as is required 
of a withdrawing stockholder. 4 

S ^* 19 ~ stock aha11 Jiave reached its matured value, pay- 

Si°; du€ V f 30 ; f ha11 ccase and holders of such matured shares 
shall be paid out of the funds of the association the matured value 

S ! hare f, interest thereon at the rate prescribed in the 

by-laws, from tne time tnc board of directors shall declare such shares 
to have manured until payment is made. The order of payment of raatur- 
bo prescribed m the by-laws and at no time shall more 
than one-bnird of the receipts of the association be applied to the 
payment of matured shares without the consent of the board of diroc- 

that a P^°val of the Home Loan Bank Board: Provided, however, 

hat if shares pledged to the association as security for loans 

the U lLi ef0 ?r repaid the matured value may be credited to 

t I ^ 1 A ' alue of the P led S ed shares shall not be re- 

n ^f d ^ hG , stocldioidcrs unless such value is applied in liquidation 
oi the loan which the shares secure# 

SEC. 20 - Loans made by the association must be properly evi¬ 
denced by a note or other instrument in writing and must be secured 
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by a first mortgage or deed of trust on unencumbered real estate and 
also by the pledged to t: ;J association of shares of stock of the asso¬ 
ciation in an amount and at an interest rate not to exceed a ceiling 
as_ the Home Loan Bank Board may, by rules and regulations, proscribe, 

SEC, 21 - In the discretion of the board of directors, a loan 
may be repaid by the surrender of pledged shares whose withdrawal value 
equals tnc amount leaned and arl interest and fines due thereon, 

SEC. 22 - The ratos of interest on loans may bo fixed in the by¬ 
laws or may be prescribed iro.n tiro to tine by the board of directors, 
subject to the provisions of the Usury Law cud to air/ regulations which 
the Home Loan Bank Board may issue vrith respect thereto,," 

SEC, 23 - Whenever a borrowing stockholor shall be tlireo months 
in arrears in the parent of his dues on stock or in the interest of 
premium or installments oi premium on any loan^ the whole lcan^ at the 
option of the board oi directors ^ snail be ,mG duo and payable and the 
board may proceed by action to enforce collection upon the securities 
held by the association^ The i.athdra'inl value of all shares pledged 
as collateral.security at tno time of the cormnencement of the action 
shall bo applied to the payment of the loan ^ and such shares from the 
time of such application shall be deemed to bo surrendered to the 
association 


SEC. 24 - Building and loan association may purchase, hold, and 
convey real estate under the same conditions as those specified with 
reference to commercial banks in section twenty-five of the General 
Banking Act, 


SEC. 25 ~ Stockholders may surrender-their shares and withdraw 
from the.association after pacing twelve monthly installments of dues 
upon giving sixty day's notice in writing to the board of directors, 
and the.withdrawal value of such shares shall be the total sum of the 
dues paid thereon plus not loss than ninety per cent of all dividends 
earned by such shares up to the end of the last preceding fiscal period 
plus such interest for the true elapsed since the end of that period 
as shall be allowed by the beard of directors. Stockholders who have 
^ 0 monthly installments of duos may, after giving sixty 

days 1 notice in writing to the board of directors, surrender, their 
shares and withdraw from the association, and the withdrawal value of 
such shares shall be the total sum of the dues paid thereon plus such 
dividend or interest as may bo allowed by the board of directors. In 
no event, however, shall more than one-third of the total receipts of 
the association he paid in any one month to retire such shares. Pay¬ 
ment for such surrendered shares shall be made in the order in which 
notices of withdrawal have bo-n received by the board of directors; 
Provided, that should the business of the association during tho 
period such withdrawing member has boon a stockholder show a loss in 
excoss of tho resorve available for mooting such loss, the withdrawal 
value of such shares shall be charged with their proportion of such 
loss: And provided, finally, that any fines or charges lawfully charge¬ 
able against such shares may bo deducted before malting payment to tho 
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stockholder. Except in.eases of voluntary or forced liquidation of a 
building anc * f oaa association or forfeitures, the board of directors 

Sf+vS™ association shall not have power to force the surrender and 
withdrawal of uniaaturod shares, 

SEC. 26 - At least once a year, the profits on all business tran 
sacted shall bo determined by the board of directors andapportionedto 
all the shares in each scries outstanding at the time of such apportion 
ment on the basis of the actual value of such shares, as distinguished 
from their withdrawal value, but in determining the nrofifq f d 

J. .° wrttoad there shall bo deduct™ S t c ££* SntsT 
tho association all expenses and losses incurred, in condAttSts 
business. Jive percent ( 5 %) of the/rc3orve account until tho reserve 

Sin, 

all expenses of liquitotiSf Maining artor charging off 

CHAPTER II «. OFFICERS AND EMPLO YEES 

S fp*- 27 “ ^c^e__Loan Bank B oa rd - Composition and Organization * 
tho affairs .and business of the Bank shall be directed and its r>vnnA-r+, r 

S ASbvTBe 01 ^VS- ™*css otherwise provided^ 7 

Rn^A™«\- B ? ° f Dlrcctors to be known as the florae Loan Bank 
the Phi?? - tlnS ° f n? CVGR ,nembers * Tll ° President of tho Republic of 
throe h ^l? h° S f iall a PP° i:rfc Pour members of the Board and^he other 
three shall do olecued^by the stockholders in a general election called 

ed r by 1 the P Sesidont r ?f 1 the ? Republic'o^the^hilf 3 ? BOa ? d S S? U b ° app0int - 

SS hoid^nSofomo fc ? k - t The a PP°“^o° S m Srsof SfaS 

BanlfBoard^ha llS ° f — H ° ne ^ 831111 BoaTl1 ’ Tho Hona ^ 

provisions™!“cessary to c «ry out effectively the 
(b) Determine thr organization of the Bank by creating the no- 
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cossary departments or offices as are ossential for the efficient operas 
txons of the Banks. • 


(c) Subject to prior approval of the Homo Loan Board, establish 
branches or agencies within the Philippines, 

SEC. 30 . - President and Vice-President - Appointment and ro ~ 
^.salaries. - The chief executive of the Eanlc shall bo tho Presi¬ 
dent who shall bo chosen and may be removed by the Board with tho advice 
and consent of the President of the Philippines, Ho shall bo assisted 
by an executive vice-president and such number cf vice-presidents who 
shall be elected and may be removed by the Board. The salaries of the 
Presidents and tho executive vice-president shall be fixed by the Home 
Loan Bank Board. 


SEC. 31 , - Duties and Poifors p£ thn President . - The President of 
tho Bank shall, among other things, execute and administer the policies, 
measures, orders and resolutions approved by tho Home Loan Rank Board 
and direct and supervise the oporation and administration of tho Bank* 


Particularly, he shall havo the powers and duties, — 


(a) To make, with the advice and consent of the Board, all con¬ 
tracts on behalf of the said Bank and entor into all necessary 1 ti¬ 
ll gat ion that this Act requires and pennits* 


(b) To report periodically to tho Board on the operation of the 
Bank and to suggest changes in rates of discount or interest, exchange 
or policy which to him may seem best* 

(c) To exercise such powers and perform such other duties as 
may be directed by the 3oard from tune to time. 


+1 _3~* “ The Bank shall have its own Legal Department 

the chiei and members of which shall bo appointed by the Board of Directors* 


SEC. - 


Gau d Expenses of 


Reports * - The Auditor GencraTshall be ox-officio Auditor of tho Home 
Loan Bank and shall appoint a representative who shall be the Chief of 
the Auditing Department of the Bank. All the other employees of the 
department shall bo appointed by the Auditor General, shall fix tho 
salaries of same as well as that of his representative, tho chief of 
tho Department. The operating expenses of the department and the 
salaries and traveling expenses of the employees thereof shall be pay- 
ab~e by tho Ba-dc, and the Home Loan Bank Board shall make the neccs- 
sary appropriation therefore. The representative of tho Auditor General 
shall make a quarterly repr 't on the conditions of the Rank of the Pres¬ 
ident of the Philippines through the Secretary of Finance, to the Auditor 

^° ra L^ d t0 the Homo Loan Bank Board « T ke report shall contain among 
other things a statement of tho resources and liabilities, including 
earnings and oxpenses, the amount of capital stock, dividends paid, surplus 
reservo, and undivided profits, as well as the losses, bad debts, and 
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susponded and overduo paper carried in the Bank 1 a assets as of the day in 
which the statements are complied. 

SEC. 34 . - /mnolntiioiits ^Removal and s a .i. n of Other Officers 
and Employees . - All other officers and employees of the Bank shall be 
appointed and removed by the Homo Loan Bank Board upon the recommenda¬ 
tion of the President of the Bank. Said officers and employees shall 
not be subject to the Civil Service Law and WAPCO Iq W . and their dutios 
and compensation shall be fixed by the President of the Bank with the 
approval of the Board, 

SEC. 35 . _ ja&msJ&mL.of Q££isflrs_a nd Employees . - The Home Loan 
B..nk Board may require any officer and employee of the Bank, before en¬ 
tering upon the porformancc of their duties to furnish a fidelity bond 
in favor of the Bank, in the form and amount proscribed by the Board of 
Directors. For this purpose, and for this purpose only, all officers 
and enployeos of whom, a bond is required shall be deemed public officers 
and employees respectively and the provisions of the Public Bonding law, 
Chapter Fifteen of the Administrative Code and related legislations are 
hereby made applicable to them, 

CHAPTER III „ IfESCELIAHEOUS 

SEC, 36 , - Subject to Inspection by Department of Supervision 
and Examination of the Central Bank . - The Home Loan Bank Board shall 
be subject to inspection by the Department of Supervision and 
Examination of the Central Bank. 


SEC. 37.- Right to purchase, hold and dispose real estate — 

The Bank is hereby authorized to purchase and own such real estate as 
may be necessary for the purpose of carrying on its business. It is 
also authorized to hold such real estate as it may find necessary to 
acquire in the collection of debts due to the said Bank within five 
years after the date of its acquisitions. 

SEC. 3 S, - Payment of Dividends - Payment into the Philippine 
Sr. QB^WTY^of dividepflp —corr.osnonding to g overnment-owned shares . - 
il Al profits assigned as dividends to the shares of the government shall 
be paid into the Treasury of the Philippines for the general funds 
theroof. 


. ^ C * 39# - P ayments -t-Q-S top kh oldens of divi d ends corresponding to 

HE^vate-ow ncd shares. - /ill profits assigned as dividends to shares of 
stockholders shall be paid to the duly registered stockholders of the 
bank. 

SEC. 40 . - Funds Appropriations. - To carry out the purposes of 
this Act, the sum of ___ million pesos is hereby appro¬ 

priated out of any fluids in the National Treasury which shall constitute 
as the share of the government in the capitalization of the Home Loan 
Bank. 

SEC. 41 . _ in caso of the voluntary liquidation of any building 
and loan association, written notice of such liquidation shall be 3 ent 
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to tho Home Loan Bank Board before such liquidation is undertaken, and 
the Hone loan Bank Board shall have the right to interveno and that 
such stops as may be necossary to protect tho interestss of tho creditors* 

SEC. 42. - Tern of existence . - The term of existence of the Bank 
shall be for a poriod of fifty yoars from tho date of approval hereof, 

SEC. 43, _ Transfer of.authority, powers, and func t ionsof the 
kQntral .Bank and the .Home Finan c ing Pcmnri ssion to the Home Lnqn Rnp] r, 
Except as to inspection and supervision, all authority now vosted in 
tho Central Bank of tho Philippines and "he Plorao Financing Commission 
with respect to the establishment, operation or liquidation of build¬ 
ing and.loan association and all other powers, duties and functions 
vosted in the Central Rank and tho Home Financing Commission which by 
the provisions of this Act shall be exorcised by the Bank are hereby 
transferred to the Hme Loan Bank, 

v-'Ef, 44, „ Penalties - Any director, officer, employee, or agent 
of the 3ank, who violates or permits the violation of any of the provi¬ 
sions of this Jkctj or any person aiding or abetting the violation of any 
of the provisions of this Act, shall be punished by a fine not to exceed 
ton thousand pesos or by imprisonment of not moro than five years, or 
both. If the violation is cchitted by the building and loan associa¬ 
tion, tho same shall, upon such violation being proved, be dissolved 
by .quo warranto proceedings instituted by the Solicitor General; Provided, 
that nothing in this section shall be construed as repealing the other 
causes for the dissolution of corporations prescribed by e xis ting law, 
and the remedy provided for in this section shall be considered as 
additional for the remedies already existing, 

SEC, 45, - This Act shall take effect upon its approval. 

Approved, 



APPENDIX D 
(26 Pages) 

HjAM T O PROVIDE A HOUSING FINANCING RESER VOIR 


INTRODUCTION 


Congress gave Koine Financing Commission an explicit power through R.A. 
1^57 (Koine Financing Act) to issue Notes of Obligation. It is now most 
propitious for .i?C to exercise tills power, in order that the much-needed 
finance required to pursue a nationwide low-cost housing scheme within 
the famework of the Socio-Economic Development Program may bo pushed 
substantially. 


Toward that end, a plan has accordingly been evolved on how this specific 
power of HFC may be enforced, so as to create a low-cost housing finan¬ 
cing reservoir. The plan is submitted herewith, together with a justifi¬ 
cation sheet and a statement on the anti-inflationary features of the fi¬ 
nancing reservoir. 


C.A.J. 

Manila, Philippines 
March 1 , 1964 


1. Basic Features of the Plan 


A. Authorize Home Financing Commission to exercise its explicit po¬ 
wer 1 / * to borrow money by issuing Notes of Obligation in accord¬ 
ance with paragraph 1 -c hereof, 



B. 


The First Note of PfJO Million oj is well within the aggregal 
mortgages insvrea by tne none Financing Commission as of Dec 


ite 

w -- — -scomber 

31* 1/^3 uihf.; *7.7*043*777.16 plus tiic iiono Financi-if F'und 

of P 5 million. 


C. Subsequent amounts of additional not^a of Obligation totalling 
PI.05 Billion shall be issued to Indld up prudently the Housing 
Financing Reservoir, to cope vio.! the lov. r —cost housing targets 
of the Administrate.on's socio-economic program, geometrically 
and beyond PI.55 Billion until the acute housing’shortage vail 
have been alleviated, as follows; 


SECOND SERIES 

P 100 Million after the first series of P 50 Million will have 
been converted into insured mortgages$ 


♦Footnotes on pages 3-4, inclusive. 
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THIRD SERIES 

P200 Million after the second series of £100 Million will 
liave been converted into insured mortgages; 

FOURTH SERIES 

F400 Million after the third series of P200 Million will 
have been converted into insured mortgages; 

FIFTH SERIES 

FMOO Million after the fourth series of F400 Million will 
nave been converted into insured mortgages, 

2. HFC'S Notes of Obligation shall be fully secured %/ and shall 
specify a maturity date of 25 years from dates of issuance. 

It is desired that the Notes of interest-free % Lj 

Centra.i Banks,under its charter, may or may not impose any 
interest or: loans to government instrumentalities as a matter 
of policy', considering that there is nothing in the Central 
Bank Act which prescribes the imposition of a minimum interest 
on bonds or securities which at may purchase pursuant to its open 
market operations .£/’ 

Likewise, MFC can issue bonds or notes with or without interest 
since the none Financing Act stipulates no minimum but only a 
maximum of L$ per annum. 

3» Approval by nis Excellency, the President of the Philippines, of 
PLAN to Provide A mousing Financing Reservoir, shall be deemed 
to have been preceded by consultation with the Monetary Board, 
as provided by Sec. 4(d) of R.A. 1557; it shall bo deemed further, 
to constitute approval by tne Central Bcnk of the Philippines to 
pui'cnasG iiFC’S Notes of Obligation as scheduled hereinabove, pur¬ 
suant to its open market, operations, in accordance with Sec, 97 
of R.A, 265, Central Bank Act, 

4. lue amounts tnus secured shall form the Housing Financing Reser¬ 
voir to support the nation's housing programs. They shall be 
deposited in private lending institutions pursuant to Sec. 15 

of R.A. 1557.6/ 

5. In the some breath, MFC shall implement immediately its second 
statutory function "To encourage, aid or initiate the organiza¬ 
tion or incorporation of building and loan associations." 7/ 

6 . Finally, m line wit a His Excellency's policy to promote free 
private enterprises/ NFC shall with appropriate arrangements 
and/or incentives, encourage a substantial local insui'ance 
corporation or lending institution, to open a. secondary market 
of mortgages..2/ 
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FOOTNOTES 


1/ Sec. 6 of R.A. 1557, Home Financing Act, as amended, 

2J Sec. 4 (d), R.A. 1557, reads in parts 

n :ocx to issue xxx notes and other obligations xxx, but in no case to 
exoeed at any one time the aggregate amount of the principal obliga¬ 
tions of all mortgages and accounts insured xxx plus the amount autho¬ 
rized for the Home Financing Fund in. accordance with the provisions 
of section six of this Act." 

2/ HFC*s notes of Obligation shall be "secured by the assets of the Com¬ 
mission, including tno stocks, bond, debentures and other securities 
underwritten, purchased or held by it and shall be exempt from taxa¬ 
tion as co principal and interest, except estate, inheritance and gift 
taxes .* 1 X io said obligation shall bo **fully and unconditionally gua¬ 
ranteed both as to principal and interest by the Government of the 
Republic of the Philippines and such guaranty shall be expressed on 
the face thereof.” Sec. 4 (d) R.A. 1557, supra. 

4/ IP HFC's Notes of Obligation should be floated on the market, they 

may carry a L$ interest, which is the maximum rate limited by R.A. 1557. 

2/ Sec. 97 of R.A. 265 (Central Bank Act), states; 

"Purchaser, and sale, of government securities; 


In order to achieve the objectives of taa national monetary policy, tie 
Sana in accordance with the principles stated in section 
96 of tills Act and vatu such rules and regulations as may be prescribed 
by the Lonetary Board, but and seal in jiho ope n market for its account s 

(a) Evidence of indebtedness issued directly by the Government of the 
Philippines or by its political subdivisions, and 


(b) Evidences of inde btedness issued Jry Governpent inst rumentalit ies 
and .f ully guar anteed ,J 2 X.. the Governm ent, x x x" 


(Underscoring supplied). 


6 / Sec. 15, R.A. 1557; 


"Honeys in the Find, not needed for the current operations of the Home 
Financing Commission, shall be deposited with any government or commer¬ 
cial banks as may be approved by the Commission to the credit of the 
Fund, or invested in Bonds or other obligations issued or guaranteed 
as to principal and interest by the Government. The Commission may 
purchase in the open market debentures issued under the provisions of 
tliis Act. Debentures so purchased shall be cancelled and not reissued. H 
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7/ Chapter IIIj Secs* lo to 21> inclusive, R#A» 1557* provides the 
procedure for liFC to exercise its second function n to encourage, 
aid or initiate the organisation or incorporation of building and 
loan associations :o:x* ,r 

8 / Private enterprise has definite responsibilities to bear in the national 
housing effort. We believe that private enterprise shall carry its 
share oi the burden, only if Government at the sane time carries its 
own, and provided Government shall yield the incentives which private 
enterprise needs to sustain its roots and growth# 

2/ Sec. 25 (b) wakes it Mandatory upon a government institution to open 
a secondary Market. 

n The Rehabilitation Finance Corporation (now DBF) shall: (l) Pur¬ 
chase, service or sell mortgages which arc insured under the pro- 
visions of this Act. >ooc n 


STATEMENT OF JUSTIFICATION 

An endeavor was made to look for a reason to justify the present inaction 
of Home Financing Commission, or the Executive Branch, in not exercising HFC*s 
pov/er to issue notes of obligation, in order that low-cost housing funds could 
be raised to support the intensive housing development envisioned in the HFC 
charter. 

ho such reason covin be found. On the contrary, there are any number of 
reasons why HFC*s notes of obligation should now be issued, the more impor¬ 
tant of which are hereunder enumerated. 

1. It is a built-in instrument to make the Home Financing programs self- 
propelled and self-sufficient. It is, in fact, part nit! parcel of 

a healthy home financing program* 

2 . Curront sources of housing loan funds are inappropriate and inade¬ 
quate . 

3. A housing financing scheme must be sound; to be effective, it must 
be geared to homeowners 1 paying capacity. 

4« The contemporary financing structure does not warrant public sorrow¬ 
ing. 

5. Otaer possible sources of housing loon funds arc not so practicable. 

6 . We must take the risks attendant upon national growth and development* 
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.The imagination need not be stressed top far to understand and appre¬ 
ciate the apparent operation of the nation* s home financing program as 
Congress ingeniously intended it to be, in the text of the lav itself. 
Obviously, Congress foresaw that: 

Once the program has gained public support and acceptation, it 
should be able to snift to high gear at the proper momentum, in 
order to accolerate tne implementation of 1 w—cost mass housing 
until it catches up with the speed of population growth and popu¬ 
lation exodus. 

Indeed, Congress clearly intends that the home financing scheme must 
operate as an efficient, self-winding working machine, for after running 
some distance or after insuring a certain volume of mortgages, it requires 
a shift to the nerd gear or an issuance of notes of obligation. When the 
latest issuance is used up, the machine must be shifted to the next gear, 
or the next series of notes of obligation must be issued. And so on, ad 
infinitum until safe, maximum speed is attained; or, in terms of housing 
financing, until the need for more housing is no longer urgent, in which 
case the government insurance-guaranty program must slov down, as the macliine 
itself must bo shifted back, or by analogy, the engine out off. 

Home Financing Commission operates the mortgage insurance program a 3 a 
system of liberalised housing loan credits featuring high loan values and 
long amortisation periods. Over the previous eight years it has integrated 
itself with the Philippine credit system, since it now houses 3,25o fami¬ 
lies at a cost of well over P47 million. And these are families who might 
perhaps have otherwise been unable to build their own homes. 

On this basis alone, the nation’s mortgage insurance program has gained pub¬ 
lic acceptation and support; the program must therefore be pursued and shifted 
to high gear. 
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The time is nowj "the time should have been four or five years ago* Four 
or five years ago, if HFC had shifted to high gear and had issued notices of 
obligation in accordance with the provisions of its charter, it could have 
prevented the deficits that are now accumulated in its books. Much more 
housing could have been built than what has been constructed so f ar under 
tho home financing program, and so many more families could nave been helped 
to build their own homos. 

Since this realisation lias now been unearthed, and since the proper mo¬ 
mentum has been attained, we must now profit by our orrors and alleviate 
the situation by implementing our plan to create a low-cost housing financing 
reservoir, 

2 , Sources of Housing Loan Fund are Inappropriate and Inadequate 

The current housing loan fund structure available for mortgage insurance 
is insufficient and beyond tho paying capacity of the low-income brackets, 

A, The Social Security System 

Social Security System has remained to be practically tho sole lender of 
insured mortgage loans,* These loans are restricted to SSS nembe rs , i.e., 
employees of private firms who are members of the System. Non-SSS members 
have practically no opportunity to benefit by R,A, 1557 providing easy terms 
under the liberalized guaranty system of the Government. 

Social Security System* s charter allocated 40 # of its investible funds 
to housing loans. Barely half, i.e., approximately 24 per cent, is being 
utilizdd. There are two main reasons why SSS's investible funds are not f ully 



loaned out* 
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FIRST: SSS rules and regulations restrict housing loans to 60 per cent 
(in the case of uninsured loans) and 90 per cent (in the case of 
. insured loans) of the appraised value of collateral. Monthly amor- 
oinations plus per coat interest per annum, plus 1 % iiiortgage insu¬ 

rance proi.du-.-i arc also restricted to a 25# ratio to the effective 
monthly gross inco .jo of the applicant. 

SECOND: ^ecanso of^t ,o foregoing restrictions aggravated by other re¬ 
lated difficulties, SSS housing. loan pro.gra3.is cater only to the high- 
midolo ;j.g.i-'inconc groups. Very rarely do applicants earning 

below 1-400 (montaly) qualify for said loans under SSS rules and re¬ 
gulations . 

The majority of applicants nust present evidences of Gamings amount- 
ing to F400 upwards, to qualify for a loan of fC,600 on a 10-year 
term, Yc>. a decent standard dwell in..' could hardly be constructed 
for £*8,600. 

Salary earners above tne £’550 bracket arc the preponderant appli¬ 
cants for housing loans, who could obtain a Flo,000-loan 01 a 
15 -year tern. 

A 

B, The Government Service Insurance System 

In regard to GSIS (Government Service Insurance System), it pursues its 
own uninsured housing loan programs quite identical to SSS’ direct housing 
loan system, restricted to GSIS members (government employees), 

- Lo loan system could not be tapped for I9w—cost housing, because 

it is far beyond the reach of tne low-income families, 

C« The Private- Lending Insitutions 

“ or could we count upon the private lending institutions which have 
either stopped granting insured mortgage loans, or are participating only 
sporadically. 

Central Bank places a low priority rating on real estate loans. This 


•To the point that: Minus the SSS, the mortgage insurance system implement¬ 
ed by the -Home Financing Gommission would be practically nil. 
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is tantamount to an inhibition upon the private lending institutions* .from 
granting housing loans. 

Although Government-insured housing loans are exempted from Central 
Bank priority, t ie exemption sooms to find no favorable expression* 

nvt tne foregoing is only secondary. The proximate reason why pi’ivate 
lending institutions do not give more support to housing financing: The 
limited loan fluids available to them, which restrict their capacity to 
participate. moreover, tue banks earn more income by puru,suing their nor¬ 
mal banking functions. 

3. A Housing Financing Scheme must be Sound,* to be effective it must bo 
geated to homeowners' paying capacity 

Tho Homo financing Acg, in providing a sound home financing structure, 
created under Sec. 25 (a) the corollary instrument which is an integral 
foundation of homo financing, i.e., a secondary market of mortgages, 

A. Secondary Harket of Mortgages 

Tlds secondary market would purciiase mortgages in the possession of 
the primary lenders, in order to enable tho latter to replenish their loan 
funds, tiius per fitting them to grant insured loans to tho next batch of 
prospective homeowner,s, without interruption. 

The Rehabilitation Finance Corporation (now DBP) was specifically nomi- 


*The private lending institution 
to grant insured mousing loans 


s which have indicated their intention 
under MFC's mortgage insurance system are: 


Philippine Bank of Commerce 
Commercial Bank k Trust Company 
China Banking Corporation 
Bank of tuo Philippine Islands 
Philippine Commercial & Industrial Bank 
Pacific Banking; Corporation 
Far East Bank f Trust Company 
Equitable Banking Corporation 
Continental Bank 
Republic Bank 

The Tractors Commercial Bank 
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nated by law to open the secondary market. DBP, however, is not in a po¬ 
sition to do so, for the reason that no funds are available therefor. HFC’s 
efforts and representations notwithstanding, the Development Bank of the 
Philippines could not be prevailed upon to open the secondary mar ket. 

The Central Bank of the Philippines, the Government Service Insurance 
System, and the Social Security System were also requested to consider 
opening a secondary market themselves, in order to enable ttohome financing 
program to rotate. • To no avail. 

The principle of secondary markets may not, after all, assist substan¬ 
tially the nation's housing development efforts particularly low-cost hour- 
sing. At best, at could only rotate the availability of funds in the same 
brackets of the presont primary lenders — the mediirnwaiddlc and high-middle. 
B. The Primary Beneficiaries of National Housing- Financing Program 

Tne real problem is to gear housing financing on a national scale to the 
level oi the paying capacity of the larger number of prospective homeowners, 
i.e., the minimum wagers mid low-income brackets — the remaining 90 per 
cent of our people who are underhousod or unhoused. For these are the most 

qualified beneficiaries of any government«s.low-intorost housing financing ' 
program. 

Bonce, th-is play to obtain a housing financing reservoir which must be 
implemented, if the nation’s low-cost housing programs must be supported by 
low-interest loan finds. 

It is not fair tnat the benefits of homoownership be extended to only 
a selected few and withheld from the unhoused millions whoso fundamental 
want for a home, undor the present unimproved conditions, is far beyond 
their fooolo struggle for existence to satisfy. 


41 
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Nor should government remain unconcerned for their well-being. Twen- 
tioth-Ceutiiry governments, twentieth-century know-how, methods, theories 
and practices are available to us for implementation towards the fulfill¬ 
ment of man’s fundamental want; Low-cost housing. 

There could be no valid objection to the aspiration of our people to 
own homes constructed on a plot of land titled in their individual names. 
Corollarily, there should be no obj cction to an actji cn which, would ma¬ 


terial! se the people's aspiration, not necessarily from actual savings which 
do not exist, but from future savings made feasible by simple credit ex¬ 
pansion, wnrch is the simple means by which the reservoir of low—interest 


loan funds contemplated in this plan may be created, 

4. The Contemporary Financing Structure Does not Warrant Public Borrowing 
Public borrowing, which is generally resorted to in extreme cases, pri¬ 
marily due to deficit spending, or in an emergency such as a war, might bo 
resorted to for housing financing. It is so indicated in the charter of 
Hone Financing Commission* 

It "light have bco;n a feasible expediency in 1950 — fourteen years ago — 
whon Congress approved R»A» 5&0, the bone Financing Act, iionotary conditions 


could have warranted public borrowing then, through bond issues. But it was 
six oars laut-r wuen tno H omo Financing Coj.imission was organised and 
during 'ohat period changes in monetary aid economic conditions had occurred, 
obviating the feasibility of public borrowing. 

Since 1950, and up to the present writing, deterioration has continued. 
The prevailing tight money situation and, along with it, high prices and 


low rosl incomes have contributed to bring forth an economic condition which 
makes savings oxbremely difficult, and npossible in the case of the low- 


4a 
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income groups. :Ionco, public borrowing through bond issues ia also diffi¬ 
cult, if not impossible. 

The framers of tho Homo Financing Act envisioned that the mortgage 
insurance system would bo supported by surplua f unds.'.in i .private banks 
and insurance corporations. They also envisioned that the government 1 a 
guaranty, whicn insures to the benefit of lenders or mortgagees, would 
attract surplus funds into the ho vising loan reservoir. 

These have been, and are, of no avail. Surplus funds in the discre¬ 
tion of lending institutions are invested in shorter-term ventures which 


jyield earlier returns. The 6% long-term interest income on insured housing 
. loans offers very little attraction. 

dor can we say that mortgagees could appreciate off-hand tho value of 
the protection which the government's insurance-guaranty program provides, 
xne power to approve and grant loans, which are much in demand due to the 
loan requirements of property owners and business corporations incident 
to the nation's economic development, lias been given undue importance, 
to the point that borrowers have been willing to pay high interest rates 
and accept stringent loan conditions. With this power at the command 
of tho heads of lending institutions, there has been little or no reason 
for taom to evaluate prudently the protection arising from t,.o shift of 
risk from mortgagee to the government under the Home Financing Act. 

5. Other Possiolo Sources of Housing Loan Funds not practicable. 

Steps wore taken in the past to tap other possible sova-ces of funds 
for low—coot housing financing* 


a. Bank reserves 
b* Public Law 480 
c. Foreign loans 



A. Bank Reserves 


The law on baiilc reserves admits securities which are government- 
guaranteed* Representations were made by HFC through Central Bank au- 
tiiorj. uiwS ohao loan mortgages insured by HFC, being government—guaranteed, 
be admitted as part of bank reserves. 

Tlie desired effect of qualifying government guaranteed loans under the 
mortgage insurance system as part of bank reserves is that the lend in g 
institutions could un-freose some portion ox' their cash and other lio.uid 
assets for investment in more insured mortgages. 

The Monetary Board did not appear to be very responsive. It placed 
the matter under study. 

B, Public Law 480 


HFC Management looked into the feasibility of obtaining peso loans under 


Public Lav; 480, housing being a meritorious socio-economic phase that would 
qualify for a loanundor Public Law 480. 

The matter was discussed with the proper authorities, then tabled bjr 
the National Economic Council for further study. 


C. Foreign Loans 

i'orei u lows light be tapped for local housing loan purposes. World 
Lai;!: officials voro sounded out on the natter, and they indicated that it 
was within tno policy of the World Baric to grant government-guaranteed 
loans on relatively favorable terns• 


However, loans from foreign countries for housing purpo 
be encouraged, sec&use at is possible to construct low-cost 


s~s should not 
or low-priced 


housing entirely from local materials 
in the case of idgher-priseci housing, 


and labor for local money. Even 


only 5 to ICijo of total construction 



costs represents imported hardware mterials. 

1,. We could have to convert the foreign currency into pesos. 

2. At maturity dato, we would have to convert pesos into foreign 
ctiri ency bo repatriate capital loan and remit interests as they 
fall due. 


3. Honey being a creation of the state — through legitimate credit 
expansion in this instance — then, the state should so create 
it because tne welfare of the larger number of people need it. 

It would be^ economic folly to obtain foreign currency for conver* 
sxor. into Philippine pesos, thence expended for the purchase of 
local materials arid local labor. 


Inis mi,_.:if have been done in a motuer—country economy over a 

goneraoion ago. But today wo are mother to our o’./n country and 
people. 

The only justification for foreign borrowing would be for the conti- 
nuation of an assinine policy whore our government itself would refuse 
the sovereign people a vita], economic and social need for- credit expansion. 

His Excellency, tne President, cannot sanction such a state of de¬ 
cadence, since he has announced basic policies approximately to the effect: 

1. Tiiat whatever government incentives our private enterprise 
system shall need, it shall have• and 

2. That tue Executive Branch of our government under Kis Excellency*s 
leadorsnip snail e;p)loit all its power in order to succed in its 
endeavors to help our people realise their aspirations for a bet¬ 
ter life. 


From au economic standpoint, therefore, the only justification for 


foreign borrowing in 
is sue 3 of liFG's notes 


this instance should be limited to 5% to 10$ of the total 
of Obligation, to cover the credit required for im¬ 


ported housing materials. 

Still and all, if our monetary policy would bar encaslment of IIFC»s 
Notes of Obligation under Sec. 97 of R.A. 265 — which may C-od forbid - 
then iIFG*s Notes of Obligation should bo marketed abroad, for this evil 
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would bo lesser tuan the evil of government 1 s failure bo provido the ne¬ 
cessary credits and incentives bo house adequately and decently the greater 
Mans of the sovereign people, 

6, We Must take the risks attendant upon national growth and development, 
Growth ana progress may never bo achieved unless wo are prepared and 
willing to take the attendant risks. 

The risks wc take devolve upon the future of the present and future 
generations. We must have faith in the capacity of these generations to 
earn enough income to warrant long-term purchase of a modest, decent twen¬ 
tieth-century dwelling. And because wo must have such faith, let us then 
take the risks attendant upon our own faith. 

Our Plan oven minimizes the risks as much as possible by pre-planning 
const.ruction, projects which are pre—specified and operated under stringent 
jnstrm •.ents of control, 

A, Housing Is A Nationwide Problem 

H ousing is a national problem because tee problem of a family head 
to provide a docent and adequate dwelling for his family cannot bo solved 
by him normally, alone and unaided. The problem demands not only government 
leadership but exploitation to the full extent of our resources in ma¬ 
terials, men, and most important, the right kind of incentives which 
government must provide as its obligation to the sovereign people in a 

democratic state, 

B, Money as an Instrument of Credit 

. Money is but a medium of exchange, not an omnipotent, all-purpose 

panacea. Under our plan geared to the Home Financing Act, it is a legi¬ 
timate instrument of credit which government must use effectively for the 
people because they need it for their own welfare: to acquire locally- 
produced construction materials and to provide employment for labor which 


4 b 
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would otherwise bo idle. And tho credit thus provided by government shall 
be paid bacl. by t..ie people-debtors under legal long-tuna arrangements at 
modest interest rates. 

C. Construction — Tho Giant Industry 

Construction, of which housing should be the major part, is inherent¬ 
ly a giant industry. Filipino entrepreneurs have initiated and developed 
tne manufacture of numerous strategic construction materials during the 
current era of industrial development. Housing construction materials, 
household good, utensils, furniture, tools and the brickbats that make 
up a modem home, are being mass produced. To sustain reason the progress 
ior tnose enoerprises, hundreds of thousands of homos must bo constructed 
to absorb the new products. 

Tnero as still much room at tho top for Filipino talent to put to 
economic use in the housing industry innumerable by-products which might 
otnervri.se go to waste, Or new economic uses for forest products growing 
wild, or otherwise ignored by loggers and forest concossionnaires. There 
is also plenty 01 room for Filipino engineers to devise machines that would 
process new housing materials, in order to cut costs down all the way through 
production and construction processes. 

D. Salutary Effects of the Housing Industry 

Tne Housing industry must therefore expend to a very substantial scale, 
to merit its righfui place in Philippine social and economic development, 
by creating hundreds of thousands of job opportunities, by increasing tho 
per capita income of our workers and entrepreneurs, mid by atta/ninj a closer 
balance between demand and supply. 



Pago 16 


These uLen are tho Salutary objectives which, summed up abruptly, 
spell the ultimate criterion for all economic development planning: A 
higher standard of living for the masses. 

Tne means vita which tho low-cost housing financing reservoir could 
be attained are provided both in tho Ho e Financing Act and the Central 
Bank Act.- Said provisions of lax/, sanctioned by sound economic policy a nd 
action, should therefore be implemented, 

E. Low-Cost Housing Financing Reservoir is Ultimate Creation of our Laws. 

Did ve not have an insurance-guaranty system for low-cost housing financing 
and a central, banking system — both created by law for tho greater good 
of tho greater number tliis plan to create the low-cost housing financing 
reservoir iierc proposed inight never have boon proposed# 

P* Lone inane:ui£ Cor^-iission lianagoinent 

Profit-wise, the agency created by law to adninister jointly with 
the Republic of the Philippines the government's insurance-guaranty system 
for housing loans — the Home Financing Commission — has not come up with 
flying colors• 

RFC imanagement deserves public commendation, however, because in spite 
of the absence of a secondary market, it moved on doggedly and pluckily and, 
after eight years* operation, it lias built up an adequate foundation for 
the immediate implementation of its charter's Seci 4(d), as embodied ii 
tnis plan, on wrdch it can raise the necessary loan funds with which to car- 
17 out tne nation*,-.: low-cost housing financing programs under the govern- 
mentis InswTciiiCG—^'Uo.rciii'tjy sycjt oiii* 

STATEMENT Oh THE AliTI-IiiFLAl’IOHARY ASPECT’S OF T.IE HOUSING FINANCING RESERVOIR 
Tiie saicgutirds which guarantee the soundness of the Plan to provide a 
housing financin'*; roservoir are* 


41 
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First, those provided in R.A. 1^57 (Charter of tlio Hone Financier 
Commission); and 

Second, Basic Economic principles, 

A. The principal safeguards provided in the HFC Charter in support 
of tho Cor,mission 1 a power to borrow money are* 

1* The law li.ii'cs amount to be borrowed 

2» Rate of interest shall be not more than' four per cent 

3» The law provides reserves for redemption 

4* HFC Notes are government-guaranteed 

Tho Law Limits Arioimc to be Borrowed 

The amount of Notes of Obligation that HFC may issue at any one 
time shall ir. no case exceed the aggregate amount of the principal obli¬ 
gations of all mortgages and accounts insured (by HFC) plus the Home 
Financing Fund. 


I'.is provision sets a self-ballaneing limitation time, according to 
the probable estimates of the f inanci: :g needs of tiro nation 1 s housing 
piograus, mass nous rung targets are set and planned in advance; they 
malco room for effective managerial controls. 

Because of tnis limitation, there world be no justification for 
issuing now not.s of obligation until tue proceeds of tlx preceding 
issue arc; firuo depleted. OtLerrd.se, a loss prudent issuance of Notes 
might invite arbitrary computations of housing financing plans which 

could upset tho equilibrium between funds available and qualified loan 
grantees. 


2* Rate of Interest Shall Be not bore than Four Per Cent 

HFC*3 notes of obligation sliall be redeemable at the option of the 
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Commission at or before maturity and in such manner as may be stipulated 
therein and snail boa r such rato of interest as may be fixed by the 
commission but not more than four per cent per annum. 

The monetary authorities are aware of, and do keep abreast of, current 
interest transavtions in the money market. Short-term real estate mort¬ 
gages involving interest rates of two, three per cent interest monthly aro 
not uncommon. The ag'e-old usurers enforce and accept as much, as five, ten 
per cent monthly, or 60 to 120 per cent per annum. 

in6se transactions indicate beyond doubt that there is a consider— 
aole inbalanco between money supply and money demand. The discrepancy 
admits of one solution only: Increase money supply through sound credit 
expansion. 

Unless tuo interest market is so alleviated as stated above, some 
major factor in tne economy, more substantial than the interest factor, 
will surely break down one of these days. A stitch in time saves nine. 

We suoald nou be adamant to tue noxroal/Logitinatc loan requirements of 
our citizens wliich it is the obligation of govamme-.c to provide at 
least under terns mid conditions within the limits of the law and sanc¬ 
tioned by sound, practical, economics. 

The greater number of our people in need of credit assistance and 
services should not remain unprotected from the lesser number of lenders 
who, uninhibited by government»s failure to provide alleviation, are 
wont uo take advantage unilaterally of the poor borrowers. 

The allevruvoior available, in regard to housing mortgage loans, 
takes the form of the plan here proposed to create the low-cost housing 
financing reservoir, It is so provided under our laws, thore i 3 an 
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iirgent economic need for it* it carries governmentt 3 guaranty; it must 
therefore come to pass. 

Duo consideration should bo given to the proposal tliat HFC »3 notes 
of obligation do interest-free, Fina ncial controls would be easier ad¬ 
ministered, and low—cost housing Loan grantees, mostly the minimum wagers 
aiid low-income groups, could be charged only as low as 2 to 3 , at most 
4 percent interest per annum, on their long-term loans, 

Corta inly, if government policy could sanction social housing on 
the basis of no-roturn of capital, there should be parallelism in the 
expectation of no-interest credit expansion for low-cost housing for the 
minimum wagers — who, as it is, are already heavily oppressed by high 
prices and low wages, slum dwelling and squatting. 

Policyiri.se, there must be adequate justification for government not 
to charge interest on credit expanded for the benefit of the poor who, 
without assistance from the government which they themselves constitute, 
could never hope to own a decent dwelling. At most, and at any rate, 
a nominal charge to cover overhead and bookkeeping expenses, maybbo 
imposed, following certain practices of other governments — say l/lO 
of one per cent. 

This, if seriating policies do not sanction, demands immediate 
definition' of a now policy that must# 

Government action in lowering interest rates in the housing loan 
poiufolio will certainly exert beneficial effects upon interests, in¬ 
vestments, and the general economy as a whole. Wo shoild like to re¬ 
gard the unconscionable interests and related charges we hear about 
enforced m private contracts of 2 to 5 per cent a month, and even 10 $ 
a month, or uigner, as hereinabove stated, as an assault upon the in¬ 
tegrity of the peso. 



Page 20 


3, Tho Law Provides Reserves for Redemption 

Tno Commission snail provide for appropriate reserves for the rG> 
demptior. or retirement of said obligations. 


This condition attendant upon the issuance of HFC's notes of 


obli¬ 


gation as sires 


reservoir. 


t >ui.i.t—in protection for the proposed housing financing 


T.ie proceeds of Hi‘C*S nones of obligation shall constitute, in the 
laain, tno reserves themselves, for the same sliall be kept in RFC's de- 
po 32 .bor 2 .oo in tine or fixed deposits. However, should the deposits be 
repaired, which is unlikely, RFC could reserve a portion of its premium 
incomes, l/itu tne anticipated increase in the volume of mortgages to 
be insured, -1FC could very well maintain its operations with tho balance 
of its premium receipts. 

Impairment would take place only indirectly in the form of arrear¬ 
ages and consequent foreclosuros. In fulfilment of tho government gua- 
lanty, iiFC debenture" could be issued in favor of the mortgagee, and 
mortgagee could tender these debentures to settle its accounts with ‘iFC. 
moreover, .H'C could transfer foreclosed mortgages subsequently proceeds 
ox sales may do utxlisod to redeem RFC debentures, 

. hould tne mass uousn^g xii iancmr envisioned in the proposed housing 
financing reservoir cone t.irougn, i-FC could acnieve great ex* economy in 
its operations, and it might even be possible to reduce hone loan in¬ 
terest to and tho mortgage insurance premium to ono-holf of one per 
cent, or even lower, 

4* RFC Lotos aro Government-Guaranteed 

The said obligations shall bo and are hereby fully and uncondition¬ 
ally guara nteecl both as to principal and interest by the government of the 
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Republic of the Philippines and such guaranty shall be expressed on the 
face thereof, 

Tliis provision of the Home Financing Act relates the integrity of 
iiFC 1 s notes of obligation to the integrity and prestige of the govern— 
nent of the Republic of the Philippines,• It treats of a guaranty which 
is of, and emanates from, the government of the Republic of the Philip¬ 
pines, The home Financing Commission, which is an agency of our Repu¬ 
blic, was created by our Legislature to administer the guaranty in 
accordance with the provisions of R.A. 1557, 

Understanding oi this relationsliip, which is intra—governmental,- 
is very important, 

B, Housing Financing Inflationary? 


We now loo’.; into the basic economic 


principles which insulate the 


proposed housing financing reservoir from adverse views as regards its 
soundness and propriety under contemporary conditions. 


Apprehension has been expressed time and again in some quarters that 
housing financing may induce inflationary trends, due to the non-productive 
character of this type of financing. 

One adverse view is that real estate credit is ono fbrm of cor- 
sumpidon creuat. Ano'o.ivr view is that housing is an impulse sector in , 
advanced economies, but not in developing economics like the Philippines, 

It is unfortunate that these principles confuse the thinking, and 
therefore the action, of somo people. 


1, Low-Cost mousing Financing is not Inflationary 1 

fnc fact oi tiio matter is tnr;t inflation can be attached only to 
that stage of economic development when there is an excess of demand. 
Excess demand can be attached only to that stage of economic develop¬ 
ment when full employment shall have been attainod. 
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These development stages have not yet been achieved in the Philip¬ 
pines, hence there could possibly bo no inflation, in the technical 
3ense. 


Wiiat wo have is a condition which supports spir all ing prices. And' 
the high prices have come about, not because the people have too much 
.money to spend. The truth of the matter is that people do not have too 
much money to spend, considering our low per capital income aggravated by 
our defective system of income distribution wiiich is t'im is the result 
of too much idleness, unemployment, and under—employment. 

This twentieth-century principle is therefore humbly submitted for 
consideration by our gove .nment: 


MK.J2 e /l 0 ^iY6g.tiieuts.as a form of cre dit e xpansion 
Ifi-gJi-. t t o all cvl,-y tjfflpmjjlo vi lcirl ■. jjhall resul t in 
Sorejgo<yIs J2£pducod.a nd highe r per capita i ncome; and 
tltat^l flatipn can only result from i rresp onsible inv est- 
iISS.tjp-.-PJi'l- Ojl l^Ulf t pr full empl oyment shall ha ve been attained . 

Current economic conditions considered, there need be no fear that 


new investments from credit expansion, at least in the low—cost housing 
sector as embodied in tne housing programs under the Home Financing Act, 
will over induce inflation. It is a fundamental principle that un¬ 
employment can never be alleviated unless new investments are made. 

It may be noted tnet Central Bank lias exempted government-insured 
housing loans irom one credit restrictions which placed real estate loans 
under category four. This gives high priority to insured loans, precise¬ 
ly because they are productive. 

Indeed we hope sincerely that Central Bank and the Monetary Board, 
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on exempting government-insured housing loans from real estate crodit 
restrictions, should purchase EFC obligations when issued. We hope, 
indeed, that they shall agreo with our views that insured housing loans 
arc productive. 


A s fast as the population explodes, and as serious as the housing 
decadence deteriorates by the minute, just so fast and just so much 
must the corresponding now additional investments required be provided. 
Population growth alone, evon without taking the related now housing 
requirements into consideration, demands now investments, if a given 

t 

page of progress must be sustained, 

2. Low-Cost Housing Credits Are Not Consumption Credits 


Ihe views tnat real estate credit is consumption crodit, or an 
impulse sector in advanced economies are relevant only as they refer 
to orthodox, conventional real estate mortgage credits. But certainly 
not to tue housing industry, and very definitely not low-cost housing 
financing under tre government—controlled and government—guaranteed 
mortgage insurance system. 

Firstly, housing industry is dedicated to the production 
of more and more dwelling units in response to the 
demand, call it a valid human desire, of a civilised 
family. Housing development being an integral sector 
of production, is therefore a productive effort; not 
non-productive. 

. Secondly, as regards tue issuo as to whether outlays on 

housing construction constitute an investment or con¬ 
sumption, wo maintain it is investment, It cannot 
there!ore be non-productive because a dwelling unit 
is aii economic good which lias utilities that satisfy 
a basic human want; it has value in usd and value in 
excasnge. The housing industry is a vital industry; 
it yields profit — at least, a modest profit. If it 
is investment credit, it cannot be consumption credit. 
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A. Hoses Are A Hational Asset 

Our view that housing is productive is predicated on the truism that 
homes are a national assetj it is supported by the natural consequences 
of housing development. Improvement on idle land calls for the employ¬ 
ment of skilled and non-skilled labor and utilization of capital goods. 
It increases the market for housing materials, thereby stimulating 
production in allied industries, such as cement, lumber, roofing ma¬ 
terials and hardware. Housing production creates new demand for fur¬ 
niture, household appliances » and the thousands of consumers goods and 
brickbats that make up a citilized home, 

B. Home Financing Investments are Productive 

Productive investments for (a) housing development should be dis¬ 
tinguished from (b) mortgage loans to property owners. The latter 
refers to owners of real estate who oould obtain 3P®n accommodations 
from banks at any moment, to enable them to purchase a new car, or a 
mansion, or indulge in extravagance characterized by fancy, impulse, 
or conspicuousness. 

.ihe former, i.e., financing of low-cost housing development, : ; s 
a productive investment because it involves thorough project studies 
to prove tiie practicability, profitability, and economic worthiness 
of a given project which is pre-planned, pre-computed and pre-specified 
before groundbreaking starts. Costs are computed in advance to the 
last peso, prices of materials are canvassed, then selling prices re 
first determined to ensure that they are within t..e paying capacity of 
prospective homeowners who have no other collateral than the developed 
lot to be purchased and the house to be constructed. 
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C, Civic and Political Goods Created by Housing Development 

A price tag cannot be attached to the civic and political goods from 
which the community benefits by virtue of a civilized home: greater 
interest and participation b- a socially and economically stable people 
in civic and political affairs; higher achievements toward better living 
and the finer things in life; lesser social problems, such as robbery, 
swindlying, murder, and the other criminal offenses enumerated in the pe¬ 
nal code, iaos + - of which are the consequences of slums, filth and squalor; 
all by-produc. r ? unemployment — ? public liability. 

D, President. - Assistant on Housing 

He have learned enough lessons over the span of a generation that 
have now resilted in the consciousness that government must hoed the 
nation's housing needs. Hence, '.he Office of the Presidential Assist¬ 
ant on Housing; and eventually we would have a national Housing Au¬ 
thority at cabinet level. Those are the machinery that the hour needs. 

Our plan for low-interest loan fund for low-cost housing creates 
the finance that shall lubricate that machinery. 

C ONCLUSI ON 

We should like to conclude that* 

Since this be a government of the people; 

Since the people need housing through credit expansion; 

Since legislation rules that the people may accelerate housing 

development through credit expansion, and 

Since t.e President nas launched the Administration's Hive-Year 

Integrated Socio-Economic Development Program, 
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1. The Horae Financing Commission must now be authorized to issue it 3 
Notes of Obligation amounting to P50 million,, thence *100 li, *200 M 
P400 M, and *800 il, as contained in Page 1 of this Plan; "" * 

2 * Subject to tre approval of the President after consultation with 
the I '.onotary Board, in accordance with the provision of the Home 
Financing Act; raid 

3 . The Contra! Bank shall f orthwith encash JIFC^jfato,^. ofj pbligntion . 

Unless this is done, or unless equivalent ends are attained by bolster¬ 
ing Lit. government's mortgage and accounts insurance-guaranty program- 
such as the additional Homo Financing Fund of *50 million* approved by the House 
of Representatives and pending approval in the Senate — Government itself 
would destroy by inaction the most effective and practical home financing 
system which i'c took eight years to set up» 


*H.B. 2737, which seeks additional homo financing fund of *50 million awaits 
approval of the Senate. 
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INVESTMENT IN BOUSING AND URBAN SERVICES 

Uhited Nations, Secretariat 

This was a note prepared by the Secretariat 
for the members of the Committee on Housing, 
Building and Planning at their first meeting, 
in few York 20 January - 1 February 1963. 
Mimeographed. 9 pages t Document E/C, 6/L.21 

Productivity of Investment in Housing and 
Irban Services 


♦ • !"? d * fflcult to evaluate the returns on residential construc¬ 

tion with standard tools of measurement. Some economists consider housing 

“ 18 J S thinfCing and itS economic policies may lead to 9 

of t I! ln develo P rnen l ; plans what ore termed "productive" branches 

^f" atlonal economy are given priority over "consumer" sectors such 
as housing, particularly at earlier stages of development,, There is, how¬ 
ever, no dispute as to the economic necessity of housinq directly reauired 
to permit new Industrial or agricultural development as? £« MaL" 1 JS 
construction of new towns for new industrial areas, " * 

M self-liniid a tinn" niet Thi! < ? on ? id ®5 ed a "productive" investment when it is 
selt-liquidating . This is m the case of housing which is built for 

™Jj? owne ^°ccupants at market prices or rented housing that is let at 

retnrnpH ^ nta (with ' )ut subsidy). The investment made in such housing is 
returned via the mortgage amortization payments* 

in _ a capital-output ratio of investments is often invoked to give hous. 

rnnltr .1 P riorl ty* ratio is the amount that must be invested in new 

capital equipment to get one additional dollar’s worth per year of added 
income, ke position has been stated as follows: Y 

"For housing in the United States the capital output ratio 
is roughly estimated at 7. In other words, it takes $7. invested 
in housing to produce a $1. increase in the value of additional 
housing services per year. This is much the highest ratio of any 

n6Xt highest ' petroleum and natural gas, 
is about 4.3; steam railroads are 3.2; steel mills only 1.8. 

This means that only $1.80 added investment in a steel plant is 

t0 T f eld 3 ** j acrease in the vnlue of steel produced 
per year. If our objective is to obtain the fastest possible 
rate of growth of output, and if these United States ratios are 
at all representative, investment in housing should be keot down 
close to the lower limit of requirements,"2 


1# r° P ?i!fi 0n Tr" 1 u a0d Kconomic Development in Low-Income Countries, 

A. Coale and C, Hoover, few York, I960, p. 190. * 

2 " Housina ^ Bco ” ol " ist ' s View of the Role of 

Housing, Max F. Millikan, Massachusetts Institute of Tbchnology, 1955. 
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flC oH ?"°^ er ^ory considers housing as so-called "social overheads" (such 
a ion, health, etc.) and, as such basic for economic development ^ 
S t0 "-T 0 ?"™ 10 overhead" projects such as tr.nspon EuJica 

tions and power, which are generally considered to be requisites for effee- 
* v ® economic development. "These over-head projects provide little or no 
yield in foreign exchange. They usually furnish low returns in the short 

Seir benefit: T* 1 *"* 8 fV* realize a "- v * lelds *» te™. 

Their benefits, however, are derived from the more balanced developrrent of 
economic activities which utilize them."4 ueveiopmcnt 01 

soieiJT"?T al ° verheads " have their own purposes and are not 
hath 1 ?? 9 J i0r whatever economic effects they may have. They are 
both complementary and competitive in varying degrees with the economic 
investment expenditures. Also, the development of housing programnes which 

rVJ 6 Creat T ° f building indas trie? and increases in STpponJpi. 
ties, leads normally to an expansion of all national economic activities.^ 

There is, however, a strong current trend of thought on this oeneral 
issue which favours a more balanced approach. It is being increasinalv 
accepted that the larger part of industrial growth comes not from capital 

improv^dfnf ^ lmprovement in rnen and improvements brought about by 

"While at the beginning of the last decade, the problem of 
developing countries was viewed essentially as a problem of D ro- 

IpH^h by th3 6nd ° f the decade i1: became widely acknow¬ 

ledged thac the crucial factor was not production but rather 

the capacity to produce, which is inherent in people."7 
SSrrASZ,™' 1 F " ySi ° al Bnviro " nE " t aenerully ere high i„ this con- 


3 Financing of Housing and Community Improvement Programmes. United 
Nations, tew York, 1957, Sales No.; 1957. 1V.1 


4 

5 


Ibid;, page 5 

Report on the World Social Situation, United Nations, tew York 1961 
• M» 61.IV .4 (Chapter "Hunum toestnent and C^itaT ln^t^. 

6 The Use of National Accounts Statistics to Assess the Economic 

cance of Housing, prepared by the Secretariat of the Economic Commis 
sion for Latin.America <ST/feCLA/CONF. 9/L.II) economic commis- 

7 te/Km.VX™ DeVel0pnBnt Decade < Pro P osals for Action, 1962 
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tion in >S"of? tt t n,pt ^ t ? pr ? vld< ? 8 rationale in this field focusses atten- 
t J e . effec J s of L ho «sing investment on the capital-output ratio of 
all industries other than housing,® This study states: 

i„ n « 1 , ' Un 5 er ,? ondi l :ions of limited resources for investment, an 
increased allocation to housing will, of course, reduce the 
capital available for investment elsewhere. This will restrain 
increases in output of the non-housing sector. However, so long 
as the marginal output gains obtained from housing's contribution 
to productivity in the non-housing sector exceed the marginal 
gams from non-housing investment, residential capital investment 
is warranted on economic grounds. Consequently, its high capital 
output ratio, of itself, does not relegate to a low priority po., 
sition m resources allocation. 11 

inn w^L? l6 ? r th3t the economic importance of improved housing is becom- 
E 9 J 3CCepted * , Much work * however, requires to be done to mea- 
s importance. The following quotation still holds good as regards 
housing, even more than regarding other fields of social investment: 

"There are at present no quantitative criteria derivable 
from theoretical, logical or mathematical analysis by which the 
amount of attention to be devoted to a particular field of 
social development can be indicated." 9 

Existing Weight Given to Investment in Dwelling Construction. 

tn !?* es 9 * V8 particulars for representative countries of the weiaht 
in n t™ 9 t0 investnient in dwelling construction. The latter term 

in National Accounts Statistics excludes city-wide, urban services, roads, 

etc. and, therefore, does not include the total investment in urban 
5 v rvico s. 

Table I shows the importance of construction expenditure ac a whoip 

3 1 thp V h dom( : s ? i ? py° duct - 1,1656 figures emphasize . the importance 

iniioct bu J ldln d and building materials industries as the major agent of 
investment m countries at all stages of economic development. 

8 and Communit y Acuities in Economic Development. 
f prepnred for the ^ited Nations Conference on the 

Application of science and Technology for the Benefit of the less 
Developed Areas, 3eneva t February 1963, 

9 (ST/SOA/^fpa'^ae. 500101 situotlon ' Dnlted Nations . »« *>rk, 1961 
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Table 2 shows the importance of dwelling construction relative to 
total construction, gross fixed capital formation and gross domestic product. 

aSS6SS ex i stln 9 pattern, if any. Table 3 correlates dwelling 
construction as a share of gross domestic product with a gross domestic 
product per capita and with the rate of total population increase, two 

actors which might obviously be expected to influence investment in dwelling 
construction, y 


• It appears from the table that dulling investment follows a fairly 
consistent pattern relative to income, ihe average proportion of GDP (gross 
domestic product) investment in dwelling construction was 3.8 per cent for 
countries with GDP per capita of $1,000 or more, 4-2 per cent for countries 

W . U J 2?!! peT Capita between $ 300 $1,000 and 2,1 per cent for countries 

with GDP per capita of less than $300. The highest-incone and the lowest- 
income countries thus give relatively lower weight to duelling construction 
than the medium-incoire countries. The underlying reasons may be assumed 
to be that the high-income countries have already a developed stock of dwel¬ 
lings and the lowest-income countries are unable to give dwelling construc¬ 
tion a high order of priority, either for lack of resources or for other 
reasons. The middle-income countries, on the hand, are building up their 
stock of dwellings in response to the social needs and economic possibilities 
presented by their entry into a modesty advanced stage of development. 


. u P rev ]; ous stu dy came to the conclusion that there is "a tendency for 
the share of GDP devoted to housing construction expenditures to bear a 
direct relation to income.”! the share rising with rising income. 


10 Report on the World Social Situation, op, cit. page 67. 
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Table X 

CONSTRUCTION EXPENDITURES 


;'T———------------- 

I Country » As per cent of gross 


* Argentina 1955 * 55 .q 

* Chile * 66,5 

1 Columbia, 8953)3 » 60^4 

1 Ecuador * 54^9 

1 Honduras, 1955-57 * 67^5 

* Panama * 64.8 

* iferu, 1956-58 * 39)9 

Venezuel&l * 60 9 

* British Guiana, 1954-56 * 59)2 

% Puerto Rico^ t ^2.4 

1 Trinidad and Tobago * 55*6 

* Danwali * 42,6 

* Greece, 1956-58 * 64.9 

* Italy * 59)7 

* Pfetherlands * 50^2 

* Norway » 44 !o 

' Portugal * 69.4 

* United Kingdom * 47,9 

1 United States _*__ 66 ^__ 


1 , - > ■ 

t A per cent of 
»gross domestic 
♦product 



8.5 


I 

5.6 


t 

13,9 


t 

6.9 


It 

8.9 


t 

9.2 



9.7 


• -; 

15.0 



11.6 


t 

13.8 



14.8 


» 

7.6 



10,7 


$ 

12.7 



12 .L 


t 

13.1 


1 

11.1 



7.4 


f 

11.1 



1 Based on figures at market prices of 1954. 

2 Fiscal years beginning 1 July 

3 Based on figures at 1950 prices. 


Source: United Nations Yearbook of National Accounts Statistics, 1957, 

1959 and 1960, New York. Except: Argentina, United Nations, 

El Desorolo Economio de Argentina, Anexo Estodistico (E/CN.12/429/ 
Add. 4) Santiago, 1958; Colombia, United Nations, El Desorolo 
Eccnomico de Colombia Anexo Estoslistico (E/CN/l2/365/Add .1/ 

Rev. 1) Santiago, 1957; Mexico, United Nations, External Dis¬ 
equilibrium in the Economic Development of Latin America: The 
Case of Mexico (E/CN. 12/428) Co. ?az f 1957; Panama, Direction 
de Establistica y Censo Impreso N nc ional Alios 1955-59, Estodis- 
tica Panamana, Ano XX, Serie "4" Venezuela, Banco Central de 
Venezuela, Economio-1959, Caracas 1960, 
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Table 2 

EXPENDITURES ON DWELLING CONSTRUCTION 
* 1954 - 1959 


* Country 

'As per cent of 1 

1 construction * 

* expenditures * 

As per cent of 
gross fixed capital 
formation 

' As per cent of 

* gross domestic 

* product 


1 

* Argentina, 1955 

f • “ - ~ . 

' 48,6 

t 

t 


27,1 

» 

* 4,4 

■» 

* Chile 

* 58„7 

t 


39.1 

’ 3.3 


* Colombia (1953) 3 

* 19.5 

t 


11.8 

* 2.7 


* Ecuador 

8 32.6 

t 


17.9 

1 2.2 


* Honduras (1955-57) 

* 38.8 

t 


26.2 

* 3.9 


* Mexico, 1955 

t 

* 


17.1 

’ 2.4 


* Venezuela * 

' 20.6 

1 


12.4 

♦ 3.2 

* 

1 British Guiana 

1 

t 



1 


* (1954-56) 

1 29.9 

t 


17.7 

* 3.5 < 


’ Jamaica 


t 


13.4 

* 3.0 


* Puerto Rico ^ 

* 36.2 

t 


22 ;6 

* 5.0 


* Denmark 

37.1 



15.8 

1 2.8 


* Greece (1956-58) 

• 47.6 

t 


30.9 

* 5.1 


* Italy 

* 47.8 

t 


28.5 

’ 6.1 


1 Netherlands 

1 41.1 



20.6 

* 5.0 


* Norway 

* 32.5 

« 


14.3 

♦ 4.2 


* Portugal 

* 28.7 

f 


19.9 

* 3.2 


* United Kingdom 

* 36.7 

t 


17.6 

f ‘ 2.7 


* United States 

* 40.7 

t 


27.0 

’ 4.5 


* China (Taiwan) 

* 23.5 

t 


11.6 

* 1.8 


* Republic of Korea 

* 21.6 

t 


13.8 

* 1.8 


T Malta 

* 29.7 

1 


18.7 

1 4.2 


8 Mauritius 

’ 43.5 

|< 


25.0 

t 3.5 

« 


1 Based on fiqures at market prices of 1954, 

2 Fiscal years beginning 1 July 

3 Based on figures at 1950 prices. 

Source: Same as Table I, 
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Table 3 


DWELLING CONSTRUCTION AS PERCENTAGE OF GROSS DOfESTIC PRODUCT 


Gross domestic product 
per capita _ 


$ 1,000 or more 


Annual average rate 


Under 1 per cent 


Denmark 


2*8 


t 

t 

1 

Norway 

4.2 

t 

t 



t 

I 




• 

United 

Kind- 

t 



t 



t 

t 


dom 2.7 

Y 



« 



¥ ' " 

* $300-$1,000 

M, r 

Greece 

5.1 

nr 

Argentina 

4.1 

T 

« 

9 

Chile 

3.3 

t 

t 

« 

t 

Malta 

4.2 

i 

i 

Jamaica 

3.0 

V 

> 

Mauritius 

3.5 


t 

t 

Italy 

6.1 

t 

f 

Puerto Rico 5.0 

Y 

t 

Venezuela 

3,2 


• 



f 

Nbthe rlands 

5.0 

1 




of population increase during 1953-59 


1 to 2 per cent * Oyer 2 per cent 


United States 4.5' 
* 


Under $300 


Portugal • 3.2 


Republic of 

1 


Korea 

1.8 * Columbia 

t 

2.7 

Taganyika 

4,7 * Eouador 

i 

2,2 

Kenya 

3.5 * Honduras 

t 

3.9 

Nigeria 

4.6 1 Me*ico 

t 

2.4 

Japan 

2.0 * British i 

t 

Guiana 3.5 


* Taiwan 

1.8 
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HCME LOAN BANK jQg THE PHILIPPINES 
Bold Approach to Philippines Housingand 
Housing' Financing Problems 

By 

PROFESSOR FRANCISCO S. RIVERA 
Chief Economist 

Peoples Nomesite and Housing Corporation 
1. INTRODUCTION • 

There is no doubt that an acute housing problem now exists in the 
Philippines especially in tliickly populated cities and. towns. This 
condition had beon prevailing since time immemorial wherein a large por¬ 
tion of Filipj.no families live in substandard dwelling units which are 
badly ventilated and unsanitary while, others live in homes not their 
own. 

j a/ ‘ 

In 1943, it was found out that, of 3,501,1.32 families in the Phil¬ 
ippines, 19.1 per cent or a total of 668,716 families did not have lot3 
nor houses of their own. Only 43.0 per cent of 1,505,436.76 families 
enm houses while those who own the land but not houses wore estimated 
to be around 1.6 per cent. Around 36.3 per cent or 1,071,910.92 own 
both houses and lots in which they live. 


If we are going to use the 1939 census as basis of comparison it 
can be noted that proportionately speaking less number of fa mili es in 
1943, owned.houses in which they live. The ratio was 82.3 per cent for' 
1939 as against 43.0 per cent for 1943. Around 36.3 per cent of the to¬ 
tal number of families own both houses and lots as against 40,3 per cent 
ror 1939. These trends show tha.t as population increased and as urbs.n— •’ 
ization occupied a definite space in our social and economic growth, the 
construction. :\:rl ownership of decent dwelling wilts in healthful communis' 
ties lag behind the needs of our people. 


The seriousness of the problem is further aggravated by the inade¬ 
quate supply or capital for low cost horsing; tight credit policies of 
lending institution and lack of coordination and cooperation among lend¬ 
ing institutions and government agencies responsible*for the implement¬ 
ation. of policies and programs on low cost housing. 


As in the case of most developing countries, the Philippines is also 
faced with the increasing problem of providing enough financial resources 
to support the construction and development of duelling units needed by 
its people. 


efforts to provide long-term financing on the part of the goverrt- 
ment lending institut5.ons such as the Government Service Insurance, 

s7~ ___ 

Rivera et alj Bold Low Cost Housing in the Philippines; U.E. Business 
i’.eviw# 
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Systoa (GSIS) Social Security System (SSS), Development 3 a nk of the 
nllipplnes Ulor ) ancl the .inducement made by the Home Financing 
comission to private lending institutions through insured mortgage 
program are not enough to overcomo the increasing need for homes. The 
establishment of Building and Loan Associations heretofore organised 
wro too small a scale and insignificant so as to make any notable ' 
solution. Although if the latter typo of lending institution is pro- 
I^erly and extensively organized in all sectors of the population fran 
urban to uno rural areas, it tn.ll undoubtedly contribute a vital role 
in the cornoruccion of individual housing among lot; income .families* 

11 * available for 

Ifi >oan A 3oQ c iiyb ^Qj] , 

The^ combined financial resources being made available by our 
pi ...e..t ...oi!ie-.'..L..ntcing institutions under long term loans are simply 
inadequate to cope tut]: the present needs of our people. A condition' 

. P. , urovght foruard proposed namely: (a) to avail of external ca- 
P Tl L °v. term loans from foreign lending institutions such 

u ,e ..aLo-vil . ..or e construction and Development (commoi>* 

. ff' m y\ '' 0r p 0: ' Hxportment and (b) to'avail of local 

®tpr? s 0? -' b - xr ' t -' ! - rc ugh t3 - e F-’Gsont government and private lending ins- 
ui outions or through the extensive organization of building and ]oan 
associations. ' 


An attempt is therefore herein made that calls for (l) the exam- 
iuavion of existing credit policies in lot; cost housing v.duh the view 
Ox ii.ipiovi.ng such policies, svirengthejiing ‘ouldic institutions end 
promoting private initiative in the fields of lot; cost housing?" (2) the 
oncouragoment of financial institutions to invest in lot; cost housing 
on long term basisj (3) strsngtliening of the existing legal and insti- 
ttitionad framework for mobilizing financial resources to provide bet- 
oex Lowdnc, • 1 -l..ted ■'.•’.cilitios ‘.or tne people; and (4) the creation 
ox nou mctiu*ationr> v.dth p:.rtio^l°r attention tc ti'e organisation of 
Home Loan and Savings Bank of the: Pkilip tnos financed and operated by 
Hie. government and private sectors and the extensive organization 
ox Building and Loan Association from the urban to the rural ’areas, 

.With the above as the goal, a survey of the selected foroign lend¬ 
ing institutions mentioned above is necessary to determine which of' 
ohom can offer the most practical and least onerous terms and condi¬ 
tions of an investment loan to the Philippines for a home building 
program, Likewise, a survey of local resources is equally needed to 
determine whether a home Loan and Savings Dank of the Philippines that 
p-'- 1 encourage tlio organization, supervise and control Building and 
Loan Association can feasibly bo undertaken, 

fel ing Purposes of the IBRD, SIB an d AID 

X^LjL^Q.'Ifirli. .-full - While its articles require the World Banl 
to give equitable consideration to projects for development and projects 
j.or reconstruction alike! 1 t]ie emphasis of Ban]; lending since 1948 has ’ 
boon on t.ie long-term financing of productive projects in the loss deve- 


lopeci member countries of the world. The greater bulk of the Bank’s 
lending assistance has boon confined to the fields of transportation, 
power, industry- and agriculture. As to the typo of expenditures fi¬ 
nanced, it is the Bank’3 established practice not to finance the whole 
cost of any project or program. Mie Bank’s normal lending takes the 
form of loans in foreign exchange to finance that part of the cost of 
tho project or program representing the requirements for imported 
goods and services. Interest charged by the Bank is generally 5»* per 
annum ana a commitment fee of 1/8 of 1$ chargeable on the undisbursed 
portion of the loan account. The World Bank has not yet extended a 
loan, to finance a housing investment program,. Considering that for the 
Philippines, the housing investment program will entail expenditures 
which are basically of local procurement, it appears uncertain that the 
World Bank would favorably entertain such kind of program loans. 

This is not to cay, of course, that the World Bank will not engage 
in program loans as distinguished from a "project loan" for a housing 
investment venture just by roason that the expenditures to be entailed 
j.or such a rnoject are of local availability. A case in point is the 
recent World Panic Loan of $15 million to the University of the Philip¬ 
pines College of Agriculture in Los Banos. This is one of the first" 
loans extended by the World Panic in its efforts to enlarge its lend¬ 
ing activities in the novel field of education. The loan will be used 
to financed expenditxires for the erection of additional buildings for 
the State University'’s College of Agriculture which is considered as 
Asia’s center for agricultural research and learning. 


Be that a.s it 


may, the World Bank prefers to have informal explo¬ 
ratory discussions mth prospective borrowers before an official re¬ 
quest is made. These discussions mil enable the Bank to determine 

can con- 

prospective borrower that in¬ 
formation tho Bank needs to properly evaluate the loan proposal. 
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whether tho project to bo financed is of a. type which the Bo.nl: ea: 
cider as forcible and to indicate to the prospective borrower tha* 


2* 'Ax b xport and Inport bank of Washington (EIB) - Designed "to 
ciid in financing and tc facilitate exports and imports and the ox~ 
change of commodi ties bo two on tho baited States a-ui other nations or 
the agencies of nationals thereofj" the BIB is authorised to do gen*** 
eroil banking business. Lie BIB has extended credits in connection with 
ohe export or agricultural and industrial products . Loans wade by* tho 
bank are "tie-.: loans ' 11 9 procurement of the items to bo financed 

by the loan, mint be in the 'bribed. States, Interest normally charged is 


- . — --- - — -• - w —- ~ w --- - ^ ^ ged is 

?~3/Ws repayable in fivo years in U # S # dollars. As in the case of tho 
World 3n.nk, the - ,j IB is not known to have rnclo an investment loan for 
housing progroinc to a borrowing county. I-owavor, it is most note** 
worthy that more and more of the financial operations of the EIB are 
being made inati-umental in implementing American foreign policy as 
differentiated from purely business opera.tiers. 

Credits extended to the Philippines by the EIB have been mainly 
the credit lines made available to tho Central Bank of the Philippines 
and to local commercial banks which have boon expended for the estakv* 
lishment aiv’/or expansion of industries. T ho utilization of these credits 
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were basically for financing the importation of capital goods and equip- 
went for the industrial sector. 


3» ^hS- i-aiency for Internat i onal Dovelomcpt - AID loans are main¬ 
ly for.the puroose of financing the foreign exchange costs of acquisi¬ 
tion, importation and installation of equipment, materials and services 
frct'i the United States, Loan maturity is generally seven (7) years, 
repayable in L k S, dollars at an interest rate of for profj.t projects* 

It should he stated that the AID has extended either investment gua¬ 
rantees or loans for housing programs, particularly In the Latin American 
countries. The housing investment guaranty from the AID is issued to se¬ 
cure loans extended by banking institutions or insurance comparu.es or 
other^financing entities for housing investment programs in Latin Ameri¬ 
ca, • L he loans are in turn utilized by the Latin American countries for 
home.building projects, ■'•"lie houses are sold on a long-term basis through 
Iiousing cooperatives such as savings and loans associations or building 
and loan asr.ocx" biono, "lie investors pay AID an insurance premium of 
tvo per cent (% 2) per year on the average outstanding balances of the 
individual home loans. 


In the case of AID loans for housing investment program, ire cite a 
particular case of a Latin American country. Peru's cooperative hous¬ 
ing movement has been, helped by a $6 million Alliance for Progress loan 
free; the Agency for International Development, 

The Government of Peru, as Borrower, provided #4 million supple¬ 
ment to AID 1 s loan, malting a total of $10 million available to the Cen¬ 
tral Homo Loan Panic, an autonomous Government agency. The Bank was es¬ 
tablished in 1961, with AID assistance, to charter, assist, and regu¬ 
late savings and loan associations. Up to April 1, 1964, more than 3,000 
licrne loans had been negotiated through a national system of 14 savings 
and loan associations. 


The $10 million fund will enable the Bank of finance hcrae-building 
projects through more than 30 legally recognized housing cooperatives, 
a majority of which are sponsored by labor unions. Many union members 
own name sites out lack financing to build homos. Credits then have not 
seen available from the Balk for members of housing cooperatives. 

Through a new savings and loan associations, ASINGGOP formed with 
the help of American Institute of Free Labor Development (AIFLD), and 
chartered by the name Loan Bank, this barrier has been removed, 

ASINGGOP has devised a system of financing home mortgages that’is 
acceptable to housing cooperatives. J/ot more than half of the Homo-Loan 
project funds tall be spent in the Lina-Cnllno area, The re mai nder will 
be used to assist housing cooperatives in. other parts of the country* 

Homes fina.ncod through ASINGGOP range in prices from $3,300 to 
$5^000, a 20 per cent down payment - on land in cash - will bo re¬ 
quired, However, ’.athin a reasonable period, the Bank hopes to reduce 
the doim patient to 10 per cent. If this is accomplished, the number 
of homes financed through cooperatives is anticipated to double or triple. 




. to ^ D2 womb of savings from employees in both government and' 

private secoorc including voluntary cavings fron the 2.5 million house- 
lolas from urban to the rural areas will cinount to around •- - *-^9^ niil« 
lion. The proposed if organized will ensure greater confidence on 

o£°lp 0 +~ e tV''' x:L ?^ c ''' . 0 "' il - v ®'~tm.-'nto: This confidence is one 

T^ 1 *® 01 o-:.nk and rill surely goner.*.to larger indi- 

1 -..-'-ly uvings in the sain institution* Private investors 
and. other lending institution -s such as the'insurance and Trust Companies 
in addition to.building and loan associations may also be encourage to 
Melee deposits m the said bank. In. the long puli, this institution mil 
be able u o acciKulate appreciable and sizeable caoit.nl resources fron 
all sectors ox the.economy.. One of the country’s pressing problems' to- 
wares economic mobilization is the drawing out and chanolling of in- 
aip.dual savings from bamboo trunks and piggy baidcs, private trunks and 
saj.es into a -ending and financial institution which will invest them 
for productive purposes. The creation of this Bank would be a distant’s 
step towards the solution, of their problems and at the same tine help 
ciente investment and raise the level of income in the country, not to 
menoion the possibility of diverting investable funds from urban to the 
rural areas, -his step would bo a salutary solution to the nation’s 
economic ills of which the housing problem is an integral part, 

OF bUILDING AhD LOAN ASSOCIATIONS 

As jan exxoctive arm of investment in housing and in capital fox*, 
motion ura:' urban to the rural are as, the organization of Budlding 
red Loan Associations from urban to the rural are as should extensively 
ne undertalcon. This could easily be done bv :my group of individuals 
m an o.uis.ce and/or in a conmmnity, -he primary objectives of this 
type of association are or.sic-~.lly the extension of objectives of the pro¬ 
posed h or,ie Loan and.Savings Dunk of the Philippines, 'in addition to those 
o.ycctives, the^ balding and L 0 a.n Association can also promote individ¬ 
ual. ownership of homes and to accumulate the relative.lv snoll mount of 
savings frem largo number of individuals. Individual person who opens 
'* s-t-vingtaccount with the association shall automatically become a 
member anc he is entitled to borrow for homo building purposes* The 
Duiluing and Loan Association had been proven us one of the most im¬ 
portant financial institutions in the field of housing* In the Uni¬ 
ted States, this type of lending institution exceeded all other finan¬ 
cial entities ox loans extended to homo owners. (See table be!o -\) 

'if 


KjjkL-°-f I . ustj/butions 

SAVINGS A: I) I,CAP ASSOCIATION 
LIVE IIISUJAiTCE OO. TANIES 
I.aDIVIDUAL TilLST, etc, 
CG1ERCIAL PAULS 
MUTUAL SAVINGS BANK 
. FEDERAL AGilUCKS 


Cjjil^JAon) 

47,o 

37.5 
35.9 
26,1 

23.6 

- 0*2 

J25*A 


26.7% 
21.4 
20.5 
14.9 
13.5 
-2*oo 
100.co 


D/ Sources: Britanica Book of the Year - I 960 P, 323 
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The government of Pom will repay the AID loan in 40 years, in¬ 
clining a ton-year grace period* Interest is payable at 3/4 per cent 
during the grace period and two per cent thereafter. 


.Cr ^to_snd . '.stabJish th e - gmo Loan mid Sgvp^pr. Ba^ k 


Hie inducement to 
assurance that one’s s 
decent house which he 
encourage tlds type of 
A a.mo Loan and Saving; 
need. 


save is much more effective :rith an emphasis and 
airings vri.ll assuredly buy a piece of lot and a 
can call his own. An institution is necossary to 
savings and transform tho assurance into re al ity 
s Dank of the Philippines is an answer to tliis 




The primary objectives of this bank shall be to encourage thrift ‘ 
and savings among the people from tho urban to the rural areas• to pro¬ 
mote., organize, control of building and loan associa 1 *ons and other 
thrift institutions and/or organizations dealing on real ect:'.to and 
housing; to serve as a reserve system for building and loan associations; 
to provido credit facilities for its members to finance housing and sub¬ 
division development in both, urban.and rural areas; to accept savings 
and time deposits from the public; to act as a trim tee for individuals, 
corporations or estates in the safekeeping and/or management of their 
real properties and/or money; and to provide othei* services to member 
associations which will promote better housing among tho people through 
research and other technical studies. 


Capital resources of this proposed bank can bo obtained from tho 
tollowing sources: 

< (a) Direct appropriation from Congress say P3O to P5O million as ite 
initial capital; and P5 million yearly thereafter; 

(d) Time deposits from private and government insurance companies 
to tho tune of 15$ of their cash collections, 

(c) lino deposits of employees in both government and private 
sectors. 


(1) Government employees 
745,411 © Li.CO monthly 

or Pi? yearly 

(2) Employees in the private 
sectors at P12 yearly for 
4.5 million employees and 
workers - 


P 9 million 




(a) Voluntary savings from the people from urban to the rural areas 
iciiiily or household by means of a campaign through barrio 
councils and/or organized group to bo initiated by the Home 
Loan and Savings Dank of the Philippines say — get only 5M» of 
tho household of 3° million say - 2.5 million households 0 
P12 a year- p 30 mill ion 
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SUMMARY OF ILJCQlEKDATIOEiS ; 

(1) In order to carry out the above mentioned program, it is equal¬ 
ly and eventually recommended that the following measures be undertatonl 


The passage of a law providing the incorporation that 
compulsory savings among the employees in both govern¬ 
ment offices in the private sectors nnd other men¬ 
tioned in the above sourcos of funds for the creation 
of the - one Loan and Savings Baric bo made as a part of 
the law, 

( 2 ) That the necessary appropriation say P 3 O to P 5 O million bo 
oloo incorporated in the said law which perhaps be r part of home Loan 
and Savings Banlc, 

( 3 ) That the Home Loan and Savings Banlc including the Building and 
Loan Association, and other thrift organisation classified as instm>- 
rnonts for savings duly recognized and approved of the said Banlc be free 
from all lands of taxes, licenses and fees. 


( 4 ) Building and Loan Associations should be organized extensively 
from urban to the rural areas by communities and by barrios and/or of¬ 
fices. Initiator or organizers of such organizations be given proper 
incentives in the form of cash ov other material award. Building and 
Loan Association be allowed to discount their notes and other mortgages 
with the Home Loan and Savings Banlc at a low rate of interest. 

(5) Creation of a secondary market for mortgages jointly the 


government and private sectors. To achieve this goal, the (ISIS, SSS, 
DIjP and private development banks in. all cities and regions be compelled 
to buy mortgages on 1 lousing. In addition, the government through the 
above mentioned government lending institutions with the cooperation of 
private banks, insurance com'oj.nies, ■."locate a portion of their finan¬ 
cial resources in the creation or org rid nation of a national, associa¬ 
tion mortgage will act as a secondary market for mortgages. Chares of 
stocks o... tuts org-'ini?..,uion can bo sold to the public .’'.t low cost per 
sliare . 


(6) The charter of tho Home financing ‘Commission should bo amend¬ 
ed to include the-' function for deposit insurance. Deposits made by 
the individual and/or business arm and/or other organizations or en¬ 


tities intended for low cost 


nou 


’ing made in the ■ ierne Loan and Sa¬ 


vings Bank arc' in all building and loan associations should automatic* 
ally be in-.iurod with the proposed Deposit Insurance Department. 


oito iffica irj.HDATin-is 


In order to bolster tlio organization of Bui.lding and Loan Asao- * 
elation all over the Philippines, this is highly and equally recommend- 
ed tliat the fo.l lowing be undertaken: 

1. The foreign borrowing bo extensively tried so that need capital 
C ° 11 1'3 be made possible, just like the seed capital loan.extended to the 
"GA.TA CCHTaAL" of Chili to the amount of $5 million. A similar borrow¬ 
ing could be n-. de by the government of the Philippines Island through 
the ''cno Loan and savings .'bank which amount could be obtained from the 
AID or from other foreign lending institution. 


1 ! 9 
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2* That five (5) Filipino technicians be sent to the United States 
to study the functions and/or operation of the Hone Loan Association 
secondary market for* n nortgages. That the same technicians be aliened 
to study and train/Chili, Costa Hica, Nicaragua, Peru, and other Latin 
American countries. The five technicians should loo composed of three 
\3) Economists and tuolawyers with at least 2 years experience in real 
estate and/or housing financing. The three Economists must at least 
bo a holder of a Master of Arts in Economics with at least 5 years ex¬ 
perience along the line in the government. 
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FEASIBILITY STUDY OF ESTABLISHING A HOUSING INVESTMENT 
PROGRAM IN THE PHILIPPINES WITH THE ASSISTANCE CF EX- 
TERNAL LOANS FROM THE WORLD BANK,' THE EXPORT-IMPORT BANK 
^WASHINGTON OR THE. AGENCY FOR INTERNATIONAL DEVELOPUF.UT 


Statement of the Problem 

j.he present population of the Philippines is presently estimated 
_° o ^ 0 vicinity of 33 million with a population growth rate of 

3«~a> per year. As is the case of mo it developing countries, the Phil¬ 
ippine s is beset with the Increasing problem of providing homes to 
Its increasing populace, 

fforts to provide homes under a long-term financing program on 
the part of the Government through the Philippine Housing and Homesite 
Corporation (PHHC) as well as the Government Service Insurance Svstem 
(GSIS), the Social Security System (SSS) and the Home Financing Cor¬ 
poration (HFC) are.inadequate to overcome the increasing demand for 
homes. The establishment of home and building associations heretofore 
organised were of too small a scale and insignificant so as to make 
any notable solution. Moreover, these building and loan associations 
have been organized mainly for the benefit of exclusive groups such as 
employee associations of banking institutions, public and private, labor 
union cooperatives and capital-intensive ventures such as insurance 
group or the sugar mill industry which provide housing to its labor 
force. 

The.combined resources made available under these home-financing 
institutions under long-term loans are simply, inadequate to cope with 
the problem - a problem that Is not only economic but social as well. 

The local capital resources allocated for this economic sector 
being limited, a proposal has been brought forward to avail of < xter- 
nal capital by way of long-term loans from foreign lending institutions 
such as the international Bank for Reconstruction and Development 
(commonly known as the World Bank) or the Export-Import Bank of W-.nh- 
iUl?ron . or the Agency for International Development. Loans that can 
be available from any of these institutions will compliment 
the meager local resources that can be allocated for the purpose. It 
is felt that housing programs to provide homes on a long-term basis 
may not be successfully undertaken in the Pliilippines on a much wider 
and grander scale without resorting to foreign borrowings to replenish 
lack of domestic capital for the purpose. 



An attempt is therefore herein made to study the feasibility of 
undertaking a housing investment program in the Philippines with the 
assistance of external loans either from the World Bank (IBRD), the 
Export-Import Bank of Washington (EIB) or the Agency for International 
Development (AiD), With this in mind, a comparison of the lending pur¬ 
poses of these three lending institutions must first bo undertaken in 
order to resolve the following question: Which of the three lending 
insitutions can offer the most practical and least onerous terms and 
conditions of an investment loin to the Philippines for a home-building 
program? ^ 

Jkceoses of th e IBRD. EIB and AID 

i« ^ilie IBRD (World Bank) — While its articles require the World 
Bank to give "equitable consideration to projects for development and 
JwJeetB for re c onstreet ion alike", the emphasis of Bonk lending since 
194 o has been on the long-term financing of productive projects"in the 
less developed member countries of the world. The greater bulk of the 
Bank s lending assistance has been confined to the fields of transport 
tat ion, power, industry and agriculture. As to the type of expe nditures 
financed, it is uho Panic's established practice not to finance the whole 
cost of any project or program. The Bank's noi-mol lending takes the 
form of loans in foreign exchange to finance that part of the cost of 
the project or program representing the requirements for imported p’oods 
and services. Interest charged by the Bank is generally oer annum ' 
and a commitment fee of l/8 of chargeable on the undisbursed portion 
oi the loan account. The World Panic has not as yet extended a loan to 
finance a housing investment program. Considering th~t for the Philip¬ 
pines, the housing investment program will entail expenditures which 
are basically of local procurement, it appears uncertain that the World 
Bank would favorably entertain such kind of program loans. 

, J-his is not to say, of course, that the World Bank will not engage 
in program loans as distinguished from a "project loan" for a housing 
investment venture just by reason that the expenditures to be entailed 
for such project are of local availability. A case in point is the 
recent World loan of IpI 5 Million to the University of the Philippines 1 
College of Agriculture in Los Banos. This is one of the first loans ex¬ 
tended by the World Bank in its efforts to enlarge its lending activities 
in the novel field of education. The loan will be used to finance expen¬ 
ditures for the erection of additional buildings for the State University 
College of Agriculture which is considered as Asia's center for agricul¬ 
tural research and learning. 

Be.that as it may, the World Bank prefers to have infomal explo¬ 
ratory discussions with prospective borrowers before an official reouest 
is made. Those discussions will enable the Bank to determine whether 
the project to bo financed is of a typo which the Dank can consider as 
feasible and to indicate to the prospective borrower what information 
the Bank needs to properly evaluate the loan proposal. 
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. 2 * o Q^ilngtoa (EIB) - Designed "to aid 

m financing and to facilitate exports and imports and the exchange of 
commodities between the United States and other nations or the agencies 
of nationals thereof", the EIB is authorised to do general banking bus¬ 
iness. The DIB has extended credit in connection with the export"of 
agricultural and industrial products. Loans made by the bank are "tied 
i 0a ? S ii 1# TT 0 !* Procurement of the items to be financed by the loans must 
bo in the United States, Interest normally charged is 5-3/1$, repayable 
in five years m U.S, dollars. As in the case of the World Bank,'the 
EIB is not known to have made investment loans for housing programs to 
a sorrowing country. However, it is most noteworthy that more and more 
of t..e financial operations of the EIB are being made instrumental in 
implementing American foreign policy as differentiated from purely 
ousiness operations. 

Credits extended to the Philippines by the EIB have been mainly 
the credit lines made available to the Central Bank of the Phillupines 
arm to local commercial banks which have been expended for the estab¬ 
lishment and/or expansion of industries. The utilization of these cre¬ 
dits were basically for financing the importation of capital goods and 
equipment for the industrial sector. 

_ 3. The ^ en °y f°? International Development - AID i cans are main- 

ly for the purpose of financing the foreign exchange costs of acquisi¬ 
tion, importation and installation of equipment, materials and services 
from the Jnited States. Loan maturity is generally sevon (7) ^ears, re- 

J!Si+ Q ll \ U r S o/f° 1 ^ TS interest rate of 3^ for basic governraht 

projects and 5—3/h,j° ror profit earning proj*ects. 


It should be stated that the AID has extended either investment 
guarantees or loans for housing programs, particularly in the Latin 
American countries. The housing investment guaranty from the AID is 
issued.to secure loans extended by banking institutions or insurance 
companies or other financing entities for housing investment programs in 
-iatin America. Tho loans are in turn utilized by the Latin American 
countries for home-building projects. The homes are sold on a long-term 
basis through housing cooperatives such as savings and loans associa¬ 
tions or building and loan associations., The investors pay AID an in- 
jT’.ranco premiumoftwo per cent (2%) per year on the average outstand- 
balances of tho individual home loans. . 

In the case of AID loans for housing investment program* we cite 1 
a particular case of a Latin American countiy, Peru's cooperative housing 
movement nas teen helped by a $6 million Alliance for Progress lean from 
the Agency : or International Development. 



The Government of Peru, as Borrower, provided #3 million supplement 
to AID’s loan, making a total of #10 million available to the Central 
Home Loan Bank, an autonomous Government agency. The Bank was established 
in 1961, with AID assistan.ee, to charter, assist,, and regulate mutual 
savings .and loan associations. Up to A pril 1, 1964, more than 3,000 
homo loans had been negotiated through a national system of 14 savings 
and loan associations. 

The #10 million fund will enable the Bank to finance home-building 
projects through more than 80 legally re.cognized housing cooperatives, 
a majority of which are sponsored by labor unions. Many union members 
own home sites but lack financing to build homes. Credits then have not 
ween available from the Bank for members of housing cooperatives. 

Through a now savings and loan association, ASDIC OOP, formed with 
the help of American Institute of Free Labor Development (AIFLD), and 
chartered by the Home Loan Bank, this barrier has been removed. 

ASINC00P has devised a system of financing homo mortgages that is 
acceptable to housing cooperatives. Not more than half of the home-loan 
project funds willbo spent in the Lima—Callao area. The remainder will 
be used to assist housing cooperatives in other parts of the country. 

Homes financed through ASDIC00P range in price from #3,500 to #5,000, 

A.20.per cent down payment - in land or cash - will be required. However, 
within a reasohable period, the Baric hopes to reduce the dorm payment 
to 10 per cent. If this is aroompCLichod, the number of homes financed through 
cooperatives is anticipated to double or triple. 

The Government of Peru will repgy the AID loan in 40 years, includ¬ 
ing a ten year grace period. Interest is payable at 3/4 per cent dur¬ 
ing the grace period and two per cent thereafter. 

Commentn 

On the premise that the Philippines will have to resort to borrowings 
from foreign sources with which to supplement its limited capital with 
which to undertake a housing investment program in the Philippines, it 
would seem-an obvious choice, based on the foregoing observations, to 
have the loan proposal directed to the .Agency for International Develop¬ 
ment, Preliminary talks can be aimed to pattern the financing procedure 
und mechanics of operation with that of AID's investment loan extended 
to Peru, 
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,, ^iliPPines, through its Central Dank, may start the preliminary- 

discussions with the AID authorities by proposing that* 


1. AID oxbond a loan to the Philippines for a housing investment 
program under similar repayment terms and conditions extended 
by AID to the Government of Peru* 

2* ihe Philippines will supplement from its own resources a counter 
part appropriation for the venture. 


3» The amount made available will be administered by the Central 
^ank of the Philippines which will he channeled to the Home 
financing orporation (or any autonomous government agenc - '* 
designated, by the Philippine Government) which will have the 
same functions as the ASIHCOOP of Poru, A systom of financing 
.home mortgages that is convenient and acceptable to HFC trill 
™ en TT Je extended to housing cooperatives duly chartered with 
the HFC for the purpose, 

4. The housing cooperatives may. take the form of building and 
loan associations or savings and loans associations. Member¬ 
ship with.these forms of cooperatives would then encourage 
savings with which to eventually own homes for the members 
who own home sites but have no financing with which to b uil d 
their own homes. 


(SGD.) MANUEL ABROGAR, III 
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Hcrae Financing Commission 
5th Floor, Cepoc Building 
Dasmarinas Street, Manila 



FOREWORD 


Republic Act 1557? the Horae Financing Act, vesta Home Financing Cota*, 
ri.'cicn with the function "to encourage, aid or initiate the or¬ 
ganization or incorporation of building and loan associations" 
to fulfill its ultimate functions, i.o.-, "to promote home build¬ 
ing and land ownership xxx." 

Housing as part and parcel of our national economic problems has re¬ 
cently been given added impetus by the new administration, more 
particularly in the latter’s concern for the masses of our people. 

Population increment, now at the rate of 3*2/6, or roughly one million 
a year, calls for additional housing needs to the extent of over 
14°,OCO a year —which may well exceed P75O Million annually 
without reference to our housing backlog estimated at P20 Billion 
upwards. 


Monetary policies and money markets have provided a climate which is 
not conducive to extensive housing financing.. We are a develop-- 
Ing nation and priorities have yielded to industrial and agricul—• 
tural financing. Funds for housing financing have indeed been 
soarce and stringent. 

The present opportunity for Home Financing Ccrtninsion to open a new 
source of housing financing by encouraging, aiding and initiating 
building and loan associations is, therefore, most walocme* * 
Through the accompanying rules and regulations Home Financing 
Commission cordially Invites housing groups to organize and accrue 
mulate savings for investment in home financing, thus to alle¬ 
viate the existing housing inadequacies and to participate in our 
socio-economic advancement. We assure them our wholehearted co¬ 
operation and the full benefit open to them under the law,. 


4* n Jcy r, , IL 

P..A. BANDOQUILLOA U f ' 

Chairman-GeneraliManagor 


HCME FINANCING COMMISSION 
September 24, 1963 



BUILDING 

AND 

LOAN 

ASSOCIATIONS 


Republic Act 1557 authorizes the Commission 
to encourage, aid or initiate the organization 
and incorporation of local mutual thrift and 
home financing institutions for the accumula¬ 
tion of savings and for the financing of homes, 
to be known as Building and Loan Associations 
in accordance with the provisions of existing 
laws. The Commission is further authorized to 
issue contracts of insurance for the accounts 
of such associations in accordance with the best 
practices of known mutual thrift and home finan¬ 
cing institutions, and to prescribe rules and 
regulations prodding for their examination, 
regulation, and operation. 


Chapter III, - Building and Loan Associations 
R.A. 1557> Sec, 16 to Sec, 21, inclusive. 



DEFINITION OF TERMS 


V Jte follows terms shall have their respective definitions as 
set forth hereunder? 


COMMISSION 


The Home Financing Commission 


BUILDING AND 
LOAN ASSOCIATION 


A banking institution organized and 
incorporated under Chapter III of 
R» A, 1557 (Home Financing Act) to 
encourage industry, frugality, home- 
building and accumulation of savings 
among its members. 


INSURED ASSOCIATION Building and loon association ap¬ 

proved' by the Home Financing Commis¬ 
sion to operate under Chapter III of 
the Home Financing Act and whose 
accounts and creditor obligations are 
insured by it. 


COMMITMENT 


Promise or conformity of the Home 
Financing Commission to insure the 
accounts of building and loan associa¬ 
tions even prior to theirganisation 
and incorporation. 


CERTIFICATE OF 
APPROVAL 


Instrument of authority issued by the 
Home Financing Commission in favor of 
building and loan associations to 
operate under Chapter III of the Homo 
Financing Act. 


SHAREHOLDER Owner of a share or shares in a 

building and loan association, 

MEMBER See ^shareholder 1 *. 


INVESTOR 


A shareholder, stockholder, and/or 
certificate holder. 



DUES 

PAR VALUE 

WITHDRAWAL OF 
REPURCHASABLE VALUE 

MATURED SHARE 

PLEDGED SHARE 

FREE SHARE 

CREDITOR OBLIGATIONS 

HOUSING DEVELOPMENT 

AREA TO BE DETERMIIiED 
OR APPROVED BY THE 
HOME FINANCING 
COMMISSION 


Installment payments for subscrip¬ 
tions on shares of stock. 


Original value of a 3 hare as fixed 
in the articles of incorporation. 


Total sum of dues paid plus dividends 
and interest earned upon withdrawal 
or surrender of shares. 


Share with duos or subscription 
installments fully paid. 


Share pledged or encumbered as secu¬ 
rity for a housing loan. 


Share not pledged as collateral for 
a housing loan. 


Balances of the borrowings and in¬ 
vestment certificate accounts of 
an insured association as shown in 
its audited financial statements, 
and as examined said proved by the 
Home Financing Commission, 


Home construction and land purchase 
in accordance with HFC property 
eligibility standards and require¬ 
ments . 


A place which is suitable for resi¬ 
dential use and where the principal 
physical improvements to be installed, 
or already completed, meet the housing 
development standards of the Commis¬ 
sion and approved thereby. 



MORTGAGE INSURANCE 

PROGRAM 


INSURED MORTGAGE LOAN 


EXISTING LAWS 


Scheme of liberal home financing 
through a system of insurance or 
guarantee extended by the Home 
Financing Commission. 


Housing loan under liberal terras and 
conditions as insured by the Home 
Financing Commission. 

R.A. 33V (General Banicing Act), 

R.A. 265 (Central Dank Act), Act 1459 
(Corporation Law) and other applica¬ 
ble laws. 


# * # * # 



TABUS OF CONTENTS 


FOREWORD 

BUILDING AND LOAN ASSOCIATIONS 
DEFINITION OF TERNS 


Page 


CHAPTER ONE - FORMATION AND ORGANIZATION 
Section 

100 Application 

101 Filing Fee 

102 Franchise 

103 Suspension and Revocation 

104 Articles of Incorporation 

105 Filing 

106 None of Association 

107 Directors 

108 Capital Stock 

109 Denial of Certificate 

110 Capital 

111 Tax Exemption 


1 

1 

2 

2 

2 

2 

2 

3 

3 

3 

3 

3 


CHAPTER TWO - INSURANCE OF ASSOCIATIONS 
Section 


200 Nature and Amo : .jit of Insurance 4 

201 Extent of Insurance of Members and/or 

Shareholders / 

202 Deposits and Creditor Obligations 4 

203 Application for Insurance of Deposits 

and Creditor Obligations 4 

204 Denial of Application 5 

205 HFC Subscription 5 

CHAPTER THREE ~ CAPITAL STOCK 
Section 

300 Stockholder 5 

301 Node of Payment 6 

302 Par Value 5 

303 Issuance of Certificate of Stock ($ 


304 Commencement of Payment of Dues 

305 Notice of Arrearages 

306 Matured Shares 

307 Creditor Obligations 


308 Rates of Interest 8 

309 Payment in Arrears 8 

310 Real Estate: To Purchase, Hold, Convey 8 

311 Withdrawal from Association 8 

312 Profits of the Association: Reserve 9 

Account 



Continued Page 


CHAPTER FOUR - INVESTMENT' OF INSURED ASSOCIATIONS 
Section 

400 Investments or Loans 10 

401 Loans for Housing Development 10 

402 Insured Mortgages 10 

403 Guaranty 10 

404 Investments in Government Securities 10 

405 Maximum Loan Ceiling 10 

406 Real Property 11 

407 Furniture 11 

CHAPTER FIVE - DIRECTORS, OFFICERS, AND EMPLOYEES 
Section 

500 Directors: Qualifications 12 

501 Sale of Stock 12 

502 Acquisition of Certificates 12 

503 Permissible Conduct 12 

504 Bond 13 

505 Amount and.Form of Bond 13 

CHAPTER SIX - REPORTS OF INSURED ASSOCIATION 
Section 

600 Accounting and Reports 14 

601 Classification of Accounts 14 

602 Books 14 

603 Accounting Procedure 14 

604 Records 14 

605 Annual Report 15 

60S Other Reports 15. 

607 False Statements 15 

60S Forfeiture 15 

609 Failure to Report 15 

610 Financial Statement 15 

611 Reports to Investors 16 

612 Audits: Annual 16 

613 Copy to Cou'rdssion 16 

614 Scope 16 

615 Not Exclusive 16 

CHAPTER SEVEN - EXAMINATION OF INSURED ASSOCIATIONS 
Section 

700 Examinations: Annual 17 

701 Procedure 17 

702 Written Authority 17 

703 Oaths 17 

704 Extra Examinations 17 



Continued 


Pag 


CHAPTER EIGHT - RESERVE FUND 
Section 

800 Establishment of a Reserve Fund 18 

801 Rate of Premium 18 

802 When Premiums Duo 18 

803 Resumption of Payment of Premium Charge 18 

804 Basis of Amounts Insured 18 

803 Promotion and Development of Building 

and Loan Associations 18 

CHAPTER NINE - REORGANIZATION, CONSOLIDATION, MERGER, 

LIQUIDATION 

Section 

900 Association in Default 19 

901 Cease and Desist Orders 19 

902 Seizure 19 

903 Retaining Possession 20 

904 Schedule of Property 20 

905 Collection of lioney * 20 

906 Effoctivity 20 

Appendix A 21 



CHAPTER ONE 

FORMATION AND ORGANIZATION 


100 I APPLICATION 

An application to organize and operate a building and loan associa¬ 
tion under Chapter III of R.A, 1557, the Horne Financing Act, shall 
be signed by a majority of the incorporating directors and then 
submitted to the Commission. The application shall contain* 

a) A Sta J ent of desire and intention tot 

(1) Operate its business under Chapter III of R.A. 1557, and' 
in accordance with existing lavs; 

(2) Grant housing loans exclusively under the Commission* 3 
mortgage insurance program; 

(3) Pay promptly insurance premiums and other accounts duo the 
Commission; and 

(4) Comply with NFC’s rules arid regulations governing exam¬ 

ination, regulation and operation of building and loan 
associations. * 

b) The names and addres ,sos of the incorporators, directors and 
officers, with a statement of their character, experience, and 
general iitness to engage in the building and loan business. 

c) An itemized statement of the proposed housing financing; pro¬ 
grams and related information which applicant intends to pursue 
during its first year accompanied by pro forma financial 
statements prepared by a competent certified public accountant, 

d) A shoving that the public conv enience and advantage will bo 
promoted by the formation of the proposed association. 

e) Copies of the proposed articles of incorporation and by-laws. 

f) Such other matters as the Commission may require, 

101 » FILING FEE 

A filing foe of one hundred pesos (flOO.OO) shall be paid to the 
Commission with each application for approval to operate under 
Chapter III of the Home Financing Act. 


* See Appendix A 
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102 t FRANCHISE 

A building and loan association, prior to transacting any business, 
shall obtain a certificate of approval from the Commission. No 
association 3hall continue to transact business after the suspension 
or cancellation of such certificate. 

103 : SUSPENSION AND REVOCATION 

The Commission may, after due notice and hearing, revoke, or 
suspend the certificate of approval of any association, the solvency 
of which is imperiled by losses or irregularities, or of any asso¬ 
ciation which wilfully violates any provision of Chapter III of 
R.A, 1557, and/or these Rules and Regulations. 

104 : ARTICLES OF INCORPORATION 

The Articles of Incorporation of each building and loan association 
shall expressly include the following purposes* 

a) To encourage industry, frugality, homo building, and to 
accummuloto the savings of stockholders members of certificate 
holders• 

b) To lend its funds, and funds borrowed for the purpose, on tho 
security of shares of the association pledged thereto and/or 
first liens upon homes located within an area to be determined 
or approved by the Commission, where tho loan is intended for 
the financing of homos and/or housing development. 

c) To repay to its members and/or shareholders, subject to tho 
approval of the Commission, the accumulated savings and profits 
earned upon the surrender of corresponding shares and/or 
certificates, or at any time any member or investor desires to 
withdraw the same, or when the association desires to repay 

the same, 

105 » FILING 

The articles of incorporation of a proposed building and loan 
association shall not be filed with the Securities & Exchange Com¬ 
mission unless there is attachod thereto a certificate of approval 
of the Commission and a certificate of authority of tho Monetary 
Board, 

106 t NAME OF ASSOCIATION 

Each association oi’ganized under the Home Financing Act and these 
Rules and Regulations shall use the words "Building and Loan 
Association 11 in its corporate name in addition to any other specific 
designation that may bo used. No corporation or association other 
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than those so organized shall be permitted to use the words 
"Building and Loan Association** in its corporate name, 

107 I DIRECTORS 

At least two-thirds ( 2 / 3 ) of the members of the Board of Directors 
shall be citizens of tho Philippines, 

108 t CAPITAL STOCK 

At least sixty per cent (6($) of the capital stock shall be owned 
by Filipino citizens), 

109 I DENIAL OF CERTIFICATE 

The Commission may refuse to issue its certificate of approval, if 
upon examination and investigation, it finds any of the following: 

a) The corporation is to be formed for any business other than 
for the accummulation of savings and mutual thrift and to 
promote home building and land ownership under the mortgage 
insurance program of the Commission. 

b) That the incorporators, directors or officers lack the character, 
experience, or general fitness to engage in such business, 

c) That the association's financial program is unsound, 

d) That the area where the association is to be located is 
adequately served by one or more existing associations, 

e) That the public convenience and advantage will not be promoted 
by the formation of such association, 

110 : CAPITAL 

A building and loan association applying for insurance shall have 
a minimum paid-up capitalization of not les 3 than five hundred 
thousand pesos P500,000,00) Philippine Currency, raised in the form 
of payments for or on the shares proscribe^ as authorized in its 
Articles of Incorporation, 

111 : TAX EXAliPTION 

When insured by the Commission, building and loan associations, 
including their franchises, capital, reserves, surplus, and their 
loans, receipts, and incomes, shall be exempt from all taxation 
nor or hereafter imposed by the government. 
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CHAPTER TWO 

INSURANCE OF ASSOCIATIONS 


200 : NATURE AND AMOUNT OF INSURANCE 

Insurance of "the amounts of any building and loan association by 
the Commission shall be for an amount equivalent to the total 
amount of all accounts of the insured members of such institutions, 
j plus any creditor obligations of such institutions. 

Upon application of the officers of a proposed building and loan 
association* the Commission may make commitments for the insuring 
of the accounts of such association prior to the date of the or¬ 
ganisation and chartering, and upon 3uch terms as the Commission 
may prescribe, 

votal amount of accounts of building and loan associations 
insurable by the Commission shall not exceed the sume of five hundred 
mi l lion pesos at any one time, 

201 * EXTENT OF INSURANCE OF MEMBERS AND/OR SHAREHOLDERS 

Each institution whose application for insurance is approved by the 
Commission shall be entitled to insurance up to the full withdrawal 
or repurchasable value of the accounts of each of its members and/ 
or shareholders: Provided, however, That no member and/or shareholder 
shall be insured for an aggregate amount in excess of f-10,000 in 
any one association, 

202 t DEPOSITS AND CREDITOR OBLIGATIONS 

Ho deposit in excess of ten thousand pesos sliall bo accepted by any 
one association from any one member and/or shareholder, and no 
certificates of idobtedness shall be issued except for such 
borrowed money as may be authorized by the Commission provided that 
the aggregate amount of tno outstanding indebtedness of any such 
association shall not at anytime exceed 50% of its capital stock 
actually paid in. 

203 { APPLICATION FOR INSURANCE DEPOSITS AND CREDITOR OBLIGATIONS 


Insured associations applying for insurance of deposits and creditor 
obligations shall submit an app Xication to the Commission, signed 
by an authorized oflicer of the Association stating among others: 

a) Name of depositor and/or creditor, amount of proposed deposit 
and/or obligation, and terms and conditions thereof$ 

b) Full details of financing program to home construction and/or 

subdivision development with the HFC's mortgage insurance pro¬ 
gram wherein the amount of the deposit and/or creditor obliga¬ 
tion is proposed to be invested or utilized; 
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’o) Certified true copy of board resolution approving the proposed 
deposit and/or creditor obligation; and 

d) Such other data or information as may be required by the 
Commission. 

204 I DENIAL OF APPLICATION 

The Commission may deny applications for insurance of deposit 
and/or creditor obligation, if upon its examination and in its 
judgment, the proposed financing program is unsound, not in keeping 
with accepted practices and current housing financing and economic 
conditions, and would not promote homebuilding and land ownership 
under the Commission's insured mortgage system. 

205 I HFC SUBSCRIPTION 

The Commission may subscribe for preferred shares in insured as«* 
sociations which sh a ll be preferred as to the assets of the asso¬ 
ciation and which shall be entitled to a dividend, if earned, after 
payment of expenses and provisions for reasonable reserves, to the 
same extent as other shareholders. 

The subscription by the Commission to the shares of any one such 
association shall not exceed one hundred thousand pesos, and no 
such subscription shall be made unless in the judgment of the 
Commission the funds are necessary for the encouragement of 
reasonable local home financing in the Community to be served. 


In case of the liquidation of any such association, the shares held 
by the Commission shall be retired on the same basis as payments 
are made to other shareholders in accordance with existing laws* 



6 


CHAPTER THREE 
CAPITAL STOCK 


300 « STOCKHOLDER 

Any person may become a stockholder of an insured association by 
subscribing for one or more shares therein and signing the by-laws 
of the association, following his signature with his post office 
address. 

301 J MODE OF PAYMENT 

The capital stock of insured associations shall be paid in by the 
stockholders in regular, equal, periodical payments known as dues, 
at such times and in such amounts as shall be provided in the by¬ 
laws of the association. The dues on each share of stock subscribed 
for by a stockholder shall continue to be paid by the stockholder 
to the association until the share has been duly withdrawn, can¬ 
celled, or forfeited or until the share has reached its matured 
value; that is to say, when the dues paid on each share and the net 
earnings thereof in accordance with the by-laws shall amount to the 
matured value of the share, but such association may issue and sell 
paid-up stock and investment stock to be paid in installments, and 
may pay to the holders of such paid-up stock out of the net profits 
such rates of dividends as may be fixed from time to tjune by the 
board of directors of the association#which 3holl be expressed in 
the stock certificate and shall not participate further in the pro¬ 
fits or accretions of the association. Paid-up stock shall not be 
entitled to vote. The dividends payable upon such, paid-up stock 
shall not be cumulative in the sense of being a charge upon the 
future earnings of the association should the earnings of the asso¬ 
ciation not be sufficient in any particular year to meet the divi¬ 
dend requirements of such stock in that year. Either paid-up or 
investment stock may be surrendered by the holder at any time upon 
the giving of such notice as the association may require, 

302 * PAR VALUE 

The capital stock of insured associations shall be divided into 
shares of the matured or par value of two hundred pesos each. 

303 1 INSSUAKCE OF CERTIFICATES OF STOCK 

A certificate of 3tock shall be issued to each stockholder upon 
payment of the membership fee and first installment of dues. 

The association may charge a membership or entrance fee not exceed¬ 
ing one peso on each share of stock issued and may also charge a 
transfer fee not exceeding twenty centavos on each share trans¬ 
ferred, all of which shall be paid into the trasury and accounted 
for as funds of the association. Shares which have not been 
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pledged as security for the payment of a loan shall be called 
"free shares," and shares which have been so pledged shall be 
called "pledged shares*" 

304 I COMMENCEMENT OF PAYMENT OF DUES 

Payment of dues on shares of stock shall commence from the time, of 
issue of such shares* 

305 I NOTICE OF ARREARAGES 

Whenever any stockholder shall be six months in arrears in the 
payment of his dues upon free shares, the secretary of the associa¬ 
tion shall give him notice in writing of his arrearages by mailing 
to him at the last post office address given by him to the associa¬ 
tion a statement of all such arrearages. If the stockholder fails 
to pay within two months after receipt of such notice the full 
amount of his arrearages the board of directors may, at its option, 
declare his shares forfeited. At the time of the forfeiture the 
withdrawal valve of the forfeited shares shall be determined and 
stated by the board of directors and the defaulting stockholder 
shall be entitled to receive such value without interest upon such 
notice ns is required of a withdrawing stockholder. 

306 l MATURED SHARES 

When the stock shall have reached its natured value, payment of 
dues thereon shall cea 30 and holders of such matured shares shall 
be paid out of the funds of the association the matured value of 
their shares with interest thereon at the rate prescribed in the 
by-laws, from the time the board of diroctors shall declare such 
shares to have matured until payment is made. The order of payment 
of matured shares shall be prescribed in the by~lav /3 and at no t im e 
shall more than one-third of the recoipts of the association be 
applied to the payment of matured shares without the consent of 
the board of directors and the approval of the Commission and the 
Monetary'- Board: Provided, however, that if shares pledged to tho 
Association as security for loans shall, mature before the loan is 
repaid the matured value may be credited to the loan. The with¬ 
drawal value of the pledged shares shall not be returned to the 
stockholders unless such value is applied in liquidation of tho 
loan which the shares secure, 

307 I CREDITOR OBLIGATIONS 


By tho affirmative vote of a majority of all its directors, tho 
association may incur creditor obligations for such uses and pur¬ 
poses as the exigencies of the business may domand, provided such 
action is consistent with tho objects of the association, and in 
accordance with the rules and regulations of the Commission. The 
aggregate amount of the outstanding indebtedness of any such asso- 



ciation shall not at any time exceed fifty per cent (50$) of its 
capital stock actually paid in* Provided, however, That such limi- 
■ tation shall not include indebtedness previously approved by the 
Commission. 

3,08 t RATES OF INTEREST 

The rate of interest on loans may be fixed in the by-laws or may be 
prescribed from time to tine by the Boa rd of directors which shall 
in no case exceed six per cent (6$) per annum. 

309 * PAYMENT IN ARREARS 

Whenever a borrower shall be three months in arrears in the payment 
of his dues on stock or in the interest or premium of inst allm ents 
of premium on any'loan, the whole loan, at the option of the Board 
of directors, snail .become due and payable and the board nay 
proceed by action to enforce collection upon the securities hold by 
the association. The withdrawal value of all shares pledged as 
collateral security at the time of the commencement of the action 
shall be applied to the payment of the loan, and such shares from 
the time of suen application shall be deemed to be surrendered to 
the association. 

310 * REAL ESTATE: TO PURCHASE, HOLD, CONVEY 

Insured building and loan association may purchase, hold and convey 
real estate under the same conditions as those specified with refe¬ 
rence to commercial banks in R.A. 337, otherwise known as the 
General Banicing Act. 

311 t WITHDRAWAL FROM ASSOCIATION 

Stockholders may surrender their shares and withdraw from the 
associa tion after paying twelve monthly installments of dues upon 
giving sixty days' notice in writing to the Board, and the with¬ 
drawal value of such shares sha 11 be the total sum of the dues paid 
thereon plus not loss-than ninety per cent of all dividends earned 
by such shares up to the end of the last preceding fiscal period 
plu3 such interest for thp time elapsed since the end of that 
period as shall be allowed by the board of directors. Stockholders 
who have not paid twelve monthly installments of dues .may, after 
giving sixty days' notice in inciting to the board of directors, 
surrender their shares and withdraw from the association, and the 
withdrawal value of such shares shall be the total sum of the dues 
paid thereon plus such dividend or interest as may be allowed by 
the board of directors. In no event, however, shall more than one- 
third of the total receipts of the association be paid in any one 
month to retire such shares. Payment for such surrendered siiares 
shall be made in the order in which notices of withdrawal have been 
received by the board of directors; Provided, That should the busi- 
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i ' ~-v: 

noss of the association during the period such withdrawing member 
has been a stockholder show a loss, in excess of the reserve avail¬ 
able for meeting such loss the withdrawal value of such shares 
shall be charged with their proportion of such loss: And provided, 
finally, That any fines or charges lawfully chargeable against such 
shades may be deducted before making payment to the stockholder. 
Except in casos of voluntary or forced liquidation of a building 
and loan association or forfeiture, as provided in section forty 
six of this Act, the board of directors of such association shall 
not have power to force the surrender and withdrawal of unma tured 
shares* 

312 i PROFITS OF THE ASSOCIATION} RESERVE ACCOUNT 

At least once a year the profits on ail business transacted shall 
be determined by the board of directors and apportioned to all the 
shares in each series outstanding at the time of such apportion¬ 
ment on the basis of the actual value of such shares, as disting¬ 
uished from their withdrawal value, but in determining the profits 
which may be so apportioned, there shall be deducted from the 
gross earnings of the association all expenses and losses incurred 
in conducting its businoss. Five per cent (5/&) of the not earnings 
shall be credited to a reserve account until the reserve equals 
five per cent (5%) of the total assets of the association. The 
reserve shall be maintained at five per cent (5%) of the total 
assets and shall be available for meeting losses insured by the 
association. The remainder of the net earnings shall be^avail able 
for app ortionment money the stockholders. In the event of the 
liquidation of a building and loan association there shall escheat 
to the State any part of the reserve remaining after charging off ^ 
all losses and defraying all expenses of liquidation. 
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CHAPTER FOUR 

INVESTMENTS OF INSURED ASSOCIATIONS 


400 j INVESTMENTS OR LOANS 

Insured Associations shall not make any investment or grant any 
loan except those authorised under these rules and regulations. 

401 * LOANS FOR HOUSING DEVELOPMENT: 

Insured associations shall bo authorised to invest in, and/or 
lend their funds for land and/or housing development, provided 
investments made and/or loons so granted shall bes 

a) Secured by shares of the association pledged thereto and/or 
by first liens upon homes located within an area to be deter¬ 
mined or approved by the Commission, 

b) Insured by the Commission under its mortgago insurance 
program, 

402 * INSURED MORTGAGES 

Insured associations are hereby authorized to invest part of their 
funds for the purpose of giving loans and advances of credit con¬ 
templated and provided in R. A, 1557 aid amendments thereto, as 
well as purchase, service or 30II mortgages which arc insured 
under the provisions of the said Act, 

403 * GUARANTY 

Any amount invested by building and loan associations in the finan¬ 
cing of mortgage loans for housing development under R, A, 1557 and 
amendments thereto shall be guaranteed both as to principal and 
interest by both the Commission and the Government of the Republic 
of the Philippines, 

404 * INVESTMENTS IN GOVERNMEiiT SECURITIES 

Insured associations may invest a portion of their assets in bonds 
and obligations issued or guaranteed by the Republic of the Philip¬ 
pines, The portion to bo invested as well as tho type of bond3, 
shall be subject to the approval of the Commission. 

405 t MAXIMUM LOAN CEILING 


No one loan granted by a building and loan association shall exceed 
fifty thousand pesos (F-50,000,00), nor in any case exceed and aggre¬ 
gate of ten per centum (10$) of the assets of such association on 
the security of first liens on any one property. 
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406 t REM, PROPERTY 

Insured associations may invest in, hold, buy, and sell real pro¬ 
perty vised or to be used primarily as the principal office or 
branch of the association, and real property used or to be used 
primarily to promote homo building and land ownership provided that 
the total investment in such real estate and improvements thereof 
8. .hall not exceed 25$ of its capital stock and surplus, arid to such 
other limitations provided for in Sec..25 of the General Banking Act. 

407 * FURNITURE 

Insured associations may invest in, hold, buy, and sell furniture, 
fixtures, furnishings, materials, equipment and leasehold improve¬ 
ments necessary or proper for the use of such insured associations. 
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CHAPTER FIVE 

DIRECTORS, OFFICERS, ADD EliPLOIffElS 


500 » DIRECTORS; QUALIFICATIONS 

Wo person finall be ^.iigiclc; ns director ox an insured association 
unless in- is m. .:.nv.star in nuca association, owning, in his 01/11 
right or in a repr-c-.ntetiv capacity as an .r.ccutor, administra— 
tor, gunro.ia: 1 or trust .,, co-nv-n stock i.: ti association of the 
par value of at least Five i: ousand I\ sos $'5,000.00), or preferred 
shares in t.i As,so intion 01 tor. value of t least Tun Thousand 
Pesos (£-10,000.CO). 'in- Co; uission reg.^rv-s tie right to appoint 
two directors in cue], .insured association. 

For the purpose of this section, a person who owns common stock, 
or preferred shares or other certificates of indebtedness as a ' 
co-ovm^r v/it..-. ojio 0 '*hor porno>i sh'i.11 bo dee-no*'! 'to owiip j.n hit) own 
right, one-half of such stock, shares or certificates of indebted¬ 
ness. 

501 t SALE OF STOCK 

Every director who sells or hypothecates all the coMiion or prefer¬ 
red stock, shares or certificates of indebtedness, owned by him, or 
so much thereof that he ceases to be the owner, free frost enounv* 
branch, s, si tali, automatically cease to be a director, andl tho asso¬ 
ciation shall, upon approval by the Commission ini.icdietely elect a: 
qualifies director to tie vacancy in accordance with its by-laws. 

502 i ACQUISITION OF CERTIFICATES 

No officer, dir .ctor, or employee of any insured association shall 
acquire any c-rtiu.'icat'.. s or shares issued by the association with 
which he is connected by any method oile r than by payment on such 
shares as ur 1 authorised in its articles of incorporation or by 
gift, bequest, or :• ascent, unless sv.cii other inothod of acquisition 
has the prior approval of the Counission. 

503 : PER] ISSIELS GOhDliGT 

No officer, director, or employee of an insured association shall 
receive from such association, and no association shall pay to any 
officer, director, or employee of such association, any commission, 
oiaolurent, gratuity or reward based on the volume or nuifoe.r of loans 
made, or bas--d on the interest or fees collected thereon, Nothing 
in this section prohibits or limits any of the following: 

a) i'ho receipt or pay.nut of salaries and allowances of officers, 
directors, and employees* 

b) The receipt or payment of commission to authorized agents 






13 


whether or not based on the volume or number of loans or on 
the interest or foes collected thereon. 

c) The receipt or payment of bonuses to officers or employees if 
such bonuses arc not based on tno volure. or number of loans 
made 03 : on t, 0 interest or fees collect ;d thereon. If such 
bonuses ore based on the profits of the association for any 
period, payment tnorcof shall . ot be v.e.o earlier than ten 
days before the. ■ expiration of sue;, period and shall be based 
on the profits of such period or on an estimate thereof made 
in good faith. 

504 1 Boiro 

All officers and employe 03 of an insured association who have 
access to money or negotiable securities of the association or 
who issue common stock, preferred shares, or certificates of 
indebtedness of tho association in the regular discharge of their 
dubios, before entering 'upon their duties, shall post in favor of 
the employing association and indorsed to tho Commission 0 good 
and sufficient bond indemnify! i:g the association against loss of 
money or securities by reason of their dishonesty and against any 
loss arising from their dishonest issue of stock, shares, or invest¬ 
ment certificates• 

505 l AMOUiiT FORM 0.F BOLD 

The Cor.o.dssion shall prescribe tho amount and form of tho bond and 
the term during which it shall run. The' sufficiency of tho sureties 
on such bonds is at all times subject to tho approval of the Commis¬ 
sion. Each officer or employee shall renew his bond upon the expir¬ 
ation of its term. The Commission may at any tiine require an addi¬ 
tional bo.-.d ox' S'.rety when in its opinion any bond them in force is 
insufficient. 
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REPORTS OF INSURED ASSOCIA TION 
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600 t ACCOUNTING AND REPORTS 


The Commission hereby establishes the. calendar year as the 12111*01111 
fiscal year for all associations, 

601 * CLASSIFICATION OF ACCOUNTS 

The Commission snail establish a uniform classification of accounts 
for associations, or classify associations and establish a uniform 
classification of accounts for each class, and proscribe the manner 
in which such accounts shal3. be kept. The Coinjiiission shall pres** 
cribe by order the accounts in which particular outlays and receipts 
sh all be entered, charged or credited. Insured associations may 
open such otner accounts as are explanatory of an d supploinental to 
the accounts prescribed by the Commission. 

602 I BOOKS 


Insured associations shall keep their books in such form as to show 
accurately in detail their assets, liabilities, receipts, and ex¬ 
penditures, No association shall enter or carry on its books any 
of its assets at a valuation exceeding the actual cost of such as¬ 
set to the association without the consent of the Commission. 

603 | ACCOUNTING PROCEDURE 


nacli insured association shall keep adequate and accurate books 
of account, including p. general ledger and such registers and sub¬ 
sidiary records as may be required. No particular system or method 
of accounting is ordered other than a double entry system. The 
general ledger shall be posted cither with pen and ink or by other 
permanent netnod wuica snail show dates, necessary explanatory 
detail, and posting references. All journal entries, cash disburse¬ 
ments ano. chocks drawn sha Jl. be supported by properly approved 
vouchers <?nd re core oh nr.cl posted in such a manner as to distinguish 
between cash and non-cash items. Accounts and sub-accounts shall 
boar the titles and maubers as prescribed by the Commission, Asso¬ 
ciations may keep any additional accounts desired if they are ex¬ 
planatory of ano supplementary to the accounts proscribed by the 
Commission. 


604 t RECORDS 


Insured associations shell, keep records written in ink or type¬ 
writing showing the appraised values of the real estate held in 
connection with each loan. Each record, shall be signed by the 
app roved appraiser, officer, or committee who has made a' physical 
inspection of the real estate security for the loan and is charged 
with making such estimated valuations. Every association s hall 
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filo in writing with tho Commission the names of the appraisers, 
officers, and members of any committee charged with making such 
estimated valuations for the association# 

605 * ANNUAL REPORT 

Each association shall make a full report in writing to the Com¬ 
mission annually within ninety (90) days after the close of its 
fiscal year. The report shall be signed by its President or Vice- 
President and Secretary or Treasurer; shall contain or be verified 
by a written statement that it is wade under tho penalties provi¬ 
ded in R. A. 1557 and amendments thereto; and shall show accurately 
the financial condition of such association at the end of tho prece¬ 
ding fiscal year and the income and expenses of such association 
during such preceding fiscal year, together with such statistical 
and other information as the Commission may require. The report 
shall bo in such form and detail as the Commission may prescribe, 

606 t OTHER REPORTS 


Each insured association shall make such further reports which 
the Commission may reqiiire on matters relating to the conduct of 
the business of the association and in such form as the Commission 
may prescribe. 


607 I FALSE STATEMENTS 


A false statement wilfully made in any report required by tho Com¬ 
mission constitutes an offense punishable under the Home Financing 
Act and/or in tho Revised Penal Code, 

60S t FORFEITURE 

Any insured association which fails to furnish the Commission any 
report required undur this Chapter witiIn 30 days after demand shall 
forfeit th. sum of ten pesos (P10,00) per day for every day 3 uch 
report is delayed or withheld, without prejudice to other remedies 
avail).able to tue C 01 .mission under those rules ana regulations, 

609 i FAILURE TO REPORT 


j.f an insured association fails to make any report required from 
it pursuant to this Chapter, the Commission may immediately cause 
the books, papers, ana affairs of such association to be examined 
at the expense of ouch association, 

610 t FINANCIAL STATEMENT 

The Commission may require each insured association to mail once 
in each year within 60 days after tho close of its fiscal year to 
each of the investors of the association a copy of its financial 
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Statement shoving, in such form and detail as tho Commission may 
require, the amount and character of the assets and liabilities 
of the association at the end of its preceding fiscal year. Any 
association in lieu of mailing such financial statement to its 
investors may publish a cony of such financial statements in any 
newspaper of general circulation published in the city or munici¬ 
pality in union its principal office is located and in like news¬ 
paper publisiuu in each city or municipality in which a branch of 
the association is located. 


611 i REPORTS TO INVESTORS 


The Commission may nail at anytime to any of the investors of an 
insured association a report concerning the association of any of 
its business or affairs or a statement or analysis of its finan¬ 
cial condition. The cost of preparing, printing; and mailing 3 uch 
report, statement, or analysis shall be paid by such association. 

612 * AUDITS: ANNUAL 


Each insured association shall at least once in each year cause its 
books and accounts to bo audited at its own expense by a certified 
public accountant or firm of certified public accountants selected 
by the association and duly accredited in tho Commission. The 
annual audit shall cover tho fiscal year unless the Commission fixes 
a different period for any association. 

613 * COPY TO COhi-ilSSION 


Each insured association shall furnish the Commission ann uall y, 
within 120 clays after the end of the period covered by the audit, 
two signed copies of the report of the certified public accountant 
showing tno result of tho audit and including a balance shoot of 
the association at the date of the audit and a statement of the 
income and exp>ns.s of the association during the year ending with 
the date of the audit. The balance sheet and statement of income 


and expenses shall bo cortifiod by the certified public accountant 
making the audit. 


614 i SCOPE 


The Commission may prescribe the scope of the annual audit, and 
require the certified public accountant to furnish it with the in¬ 
formation additional to that contained in tho audit report. 

615 i HOT EXCLUSIVE 


Thu audit required by this Chapter is additional to the examina¬ 
tion of associations b'* the Commission required by those Rules 
and Regulations. 



CHAPTER SEVEN 

EXAMINATION OP INSURED ASSOCIATIONS 


700 * EXAMINATIONS* ANNUAL 

The Commission, at least once in each year without previous notice, 
shall visit and examine the affairs of every insured association. 

701 * PROCEDURE 

During the annual examination, the Commission shall have f ull 
access to all the books, rocoi'ds, securities, and papers of the 
association. The examiner shall, so far as deemed necessary by 
the Commission, examino and verify the books, accounts, and secu¬ 
rities of such association, and the amount of its shares,stock, 
and certificates of indebtedness outstanding, and ascertain the 
01 oil property and investments owned and of all property 
held as security for money loaned, and otherwise use reasonable 
deligence to ascertain the financial condition and solvency of 
such association,, 

702 I WRITTEN AUTHORITY 

Any representative, examiner, or other appointee of the Commission 
shall produce written authority from the Commission before he is 
entitled to make the annual examination. 

703 : OATHS 

The Commission may administor oaths and examine under oath any 
director, officer, employee, or agent of any association concern- 
in the business and affairs of the association examined or of any 
other association. 

704 * EXTRA EXA1JNATIONS 

Whenever in two judgment of the Commission the condition of any 
insured association renders it necessary or expedient to make an 
extra examination or to devote any extraordinary attention to its 
affairs, tuo Commission may make any and all. necessary extra exam¬ 
ination and devote any necessary extra attention to the conduct of 
tne association's affairs and may cause a certified public account¬ 
ant appointee! by the Commission to make an a us it of the association' 
business and affairs. The association specially examined shall pay 
a reasouaole price to be fixed by the Commission for all such extra 
services rendered by the Commission or by such certified public 
accountant. 



CHAPTER EIGHT 
RESERVE FUND 


800 i ESTABLISHMENT OF A RESERVE FUND 

The Commission shall establish a reserve fund equal to ten per 
centum (10$) of all insured accounts and creditor obligations of 
all insured institutions in the manner provided in this Chapter. 

801 I RATE OF PREMIUM 

The reserve Fund shall be established by insurance premiums to bo 
oharge by, and paid by insured associations to the Commission, at 
the rate of o.ue-half per cent, or at a higher rate approved by 
the Commission, sufficient to cover the amount of all losses and 
expenses of the Commission; but in no case shall the total amount 
of such premiums in any one year exceed one per cent (l$) of the 
total amount of all accounts of tho insured members of such insti¬ 
tutions plus any creditor obligations of such institutions, as 
determined in Section 804. 

802 l WHEN PREMIUMS DUE 

Such premiums shall bo paid at the time and certificate of approval 
is issued by the Commission and thereafter semi-annually, a 3 insured 
institutions are billed by the Commission, until the reserve find 
contemplated in Section 900 hereof shall have been established. 

803 * RESUMPTION OF PAYMENT OF PREMIUM CriARGE 

If at any timo tho reserve find falls below ton per centum (10$). 
the payment of such semi-annual premium charge for insurance shall 
be resumed and shall be continued until the reserve fund is brought 
back to ton per centum (10$). 

804 i BASIS OF AMOUNTS INSURED 

Tho amount of all accounts of insured members and tho amount of 
creditor obligations oi insured associations shall bo determined 
from adjusted statements mo.de vithin one year prior to tho appro¬ 
val of the association’s application for insurance, where applica- 
blej otherwise, from the amounts shown in semi-annual financial 
statements duly audited by certified public accountants accredited 
with the Commission, and after said amounts shall have been examined 
and approved by the Commission,. 

805 J PROMOTION' AND DEVELOPMENT OF BUILDING AND LOAN ASSOCIATIONS 

Prior to the full establishment of t.io Reserve Fund, the Commission 
shall.use money from the Home Financing Fund to oncourago, promote, 
organise and develop building and loan associations. The sum so 
ox-pended shall bo used impartially in the promotion and development 
of local thrift and home financing institutions. 
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UttAfTEK WINE 

REORGANIZATION, CONSOLIDATION, MERGER, LIQUIDATION 


900 i ASSOCIATIONS IN DEFAULT 

In the event of a default by any insured institution, its reorga¬ 
nization, consolidation or merger shall be proposed by its officers 
and implemented in accordance with sound financing practices, sub— 
ject to the approval of the Commission. In the event of liquidation, 
the sane shall be effected in compliance with existing laws and the 
Rules and Regulations herein prescribed. 

901 t CEASE AND DESIST ORDERS 

If the Commission finds as the result of any examination, or from 
any report made by any of the investors of the association, that 
the latter is violating the provisions of its articles of incor¬ 
poration, by-laws, or any law, or is conducting its business in 
an unsafe or injurious manner, the Commission may by an order 
addressed to such association direct a discontinuance of such 
violations or unsaxe or injurious practices and a conformity with 
all the requirements of lav/. 


902 * SEIZURE 


The Commission may demand and take possession of the property, 
business’and assets of an association in accordance with existing 
laws, if any of the following occur: 


a) It appears tc the Commission that the association is in an 
unsafe condition cr is conducting its business in an unsafe 
or injurious manner such as to render its further proceeding 
hazardous to the public or to any or all of its investors. 


b) 

e) 


The association does not comply with the afore said order given 
by the Commission within the time specified therein. 

The Commission finds that the association’s assets are impaired 
to such an extent that, after deducting all liabilities other 
than to the members, said assets do not equal or exceed the sum 
of the value of its outstanding shares and the par value of its 
outstanding stock. 


d) The association refuses to submit its books, papers, and accounts 
to the inspection of the Commission or its representatives or 
examiners. 
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903 t RETAINING POSSESSION 

The Commission nay retain possession of the property, business and 
assets of an association until it resumes business with the consent of, 
and subject to the conditions imposed by, the Commission or until its 
affairs are liquidated, 

904 l SCHEDULE OF PROPERTY 

When the Commission takes possession of the property, business and as¬ 
sets of any association, the president and secretary of such associa¬ 
tion shall molco a schedule of all its property, assets, and collateral 
hold by it as security for loans and make an oath that such schedule 
sets forth all such property, assets, and collateral. The president • 
and secretary shall deliver the schedule, and the possession of all 
property, assets and collateral not previously delivered to the Com¬ 
mission. An authorized representative of the Commission may at any 
time examine under oath any president, socretary, officer, director, 
agent or employee of the association, to determine whether or not all 
^uch property, assets, or collateral have been transferred and delivered 
into its possession. 


905 * COLLECTION OF MONEY 

When the Commission, through its duly authorized representative, takes 
possession of the property, b\isiness, and assets of an association, it 
may collect all money due to such association and give receipt therefor. 
The Commission may do such other acts as are necessary or expedient to 
collect, conserve, or protect the association’s business, property, and 
assets, ' 

906 * EFFECTIVITY 

Those Rules and Regulations shall tako effect upon approval by the 
Commission. 

APPROVED, September 24, 1963. 

HOME FINANCING COMMISSION 


PEDRO A. BAND0QUILL0 VICENTE B. DIMSON 

Chairman-General Manager Acting Chairman-General Manager 

(On Leave) 

CONCURRED* 


EDUARDO ORTIGAS 
Commissioner 


0TILI0 R. GQROSPE 
Commissioner 


RAFAEL DE LA PENA 
Commissioner 



Chapter III o f R.A. 1557 (Home Financing Act ) 

"Chapter III.-Building and Loan Associations 

SEC. 16. (a) In order to provide local mut ual 
thrift institutions for the accumulation of savings 
and for the financing of homes, tho Commission is 
authorised, under such rules and regulations as it 
may prescribe, and in accordance with the provisions 
of existing laws, to encourage, aid or initiate tho 
organization and incorporation of associations to b© 
known as Building and Loan Associations, to provide 
for their uxmination, regulation, and operation when 
insured by the Commission, and to issue contracts of 
insurance for tho accounts of such associations in 
accordance with the best practices of blown mutual 
tlirift and home financing institutions. 

(b) Such associations shall raise their capital 
only in the form of payments on such shares as are 
authorized in their charter or articles of incorpo¬ 
ration. ilo deposit shall bo accepted and no certi¬ 
ficates of indebtedness shall be issued except for 
such borrowed money as may be authorized by regula¬ 
tions of the Commission. 

(c) Wlienever insured by the Commission and where 
the loan is intended for housing development, such 
associations snail lend their funds only on the 
security of their shares, or on the security of first 
liens upon homos located within an area to be deter¬ 
mined by the Commissions Provided, however, That no 
loan exceeding fiftv thousand pesos Shall be mode on 
the security of first liens upon any one such property 
nor in any case an aggregate of ton per Centura of the 
assets of such association on tho security of such 
first lions on one property* And provided, further, 
That a portion of tho assets of such associations may 
be invested in bonds and obligations issued or guaran¬ 
teed by the Republic of the Philippines, 

. ( d ) The Commission shall have full power to 
provide in tho rules and regulations herein authorized 
for the reorganization, consolidation, merger, or li¬ 
quidation of sucli associations in accordance with 
existing laws, including tho power to appoint a con- 



aervator or a receiver to take charge of the affairs of 
any such association, and to require an equitable read— 

. justment of the capital structure of the sane; and to 
release any such association from such control and permit 
its further operation, 

(e) The Commission is authorized to subscribe for 
preferred shares in such associations which shall bo 
pi’oforrcd as to the assets of the association and which 
shall be entitled to a dividend, if earned, after pay¬ 
ment of expenses and provision for reasonable reserves, 
to the same extent as other shareholders: Provided, 
however. That the subscription by the Commission to the 
shares of any one such association shall not exceed one 
hundred thousand pesos, and no such subscription shall 
be made unless in the judgment of the Commission the 
funds are necessary for the encouragement of reasonable 
local homo financing in the community to be served. In 
case of the liquidation of any such association, the 
shares held by the Commission shall be retired on the 
samo basis as payments arc made to other shareholders 
in accordance with existing laws, 

(f) When insured by the Commission, such asso¬ 
ciations including their franchises, capital, reserves, 
surplus, and their loans, receipts, and incomes, shall 
bo exempt from all taxation now or hereafter imposed 
by the Government, 

SEC, 17. (a) The Commission may insure the 

accounts ol any Building and Loan Association and upon 
such terms as the Commission may prescribe, to make com¬ 
mitments for the insuring of the accounts of srmh asso¬ 
ciations prior to the date of their organization and 
chartering, Notwithstanding the foregoing provisions, 
the total.amount of accounts of Building and Loan Asso¬ 
ciations insured under this chapter shall not exceed the 
sura of five hundred million pesos at any ono time, 

(b) Each institution whose application for insurance 
is approved by the Commission shall pay to the Commission 
in such manner as it shall proscribe, a premium charge 
for such insurance at the rate set by the Commission 
under the provisions of this Act on the basis of the 
total amount of all accounts of the insured members of 
such.institutions plus any creditor obligations of such 
institutions. Such premium shall be paid at the time 
the certificate is issued by the Commission and there¬ 
after annually, or semi-annually as the Commission may 
proscribe until a reserve fund has been established by 
the Commission equal to ton per centum of all insured 
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accounts and creditor obligations of all insured ins¬ 
titutions. If at any time such reserve fund falls 
below such ten per centum, the payment of such ann ual 
premium charge for insurance shall be resumed and shall 
be continued until the roserve is brought back to ton 
per centum. For the purposes of this subsection, the 
amount in all accounts of insured members and amount of 
creditor obligations of any institution may bo deter¬ 
mined from aejusted statements made within one year 
prior to the approval of the application of such insti¬ 
tution for insurance, or in such other manner as the 
.Commission may by rules and regulations prescribe, 

(c) The Commission is further authorized to raise 
the rate of premiums for insurance until the amount of 
such premiums is sufficient to cover the amount of all 
losses and expenses of the Commissions Provided- however, 

Tnat the total amount of such premiums in any one year 
shall not exceed one per centum, of the total amount of 
the accounts of its insured members and its creditor 
obligations. 

SEC, 18, Each institution whose application for insur¬ 
ance under this Chapter is approved by the Commission shall 
be entitled to insurance up to the full withdrawal or rc— 
purchasable value of the accounts of each of its share¬ 
holders: Provided, however, That no shareholder shall be 
insured for an aggregate amount in excess of ten thousand pesos 
in any one association. 

SEC, 19. The Commission is hereby authorized to pre¬ 
scribe, in accordance with existing lav;, rules and regula- 
lations governing the procedure to be followed in the event 
of a default by any insured institution including the reha¬ 
bilitation or liquidation of such insured institution. 

SEC, 20. To enable the Commission to encourage local 
thrift and local home financing and to promote, organize 
and develop the association herein provided for, the Com¬ 
mission is hereby authorized to use money from the Fund. 

The sums expended under this section shall be used im¬ 
partially in the promotion and development of local thrift 
and home financing institutions. 

SEC. 21. Each association organized under this Chapter 
shall use the words "Building and Loan Associations" in their 
corporate names in addition to any other specific designa¬ 
tion that may bo used, and, further, that no other corpo¬ 
ration or association other than those organized under this 
Chapter shall be permitted to use the words "B uil ding and 
Loan Association"," 



